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25 COMPANIES WITH 
EXCEPTIONALLY RAPID GROWTH 


— Which Have Discounted Prospects?. 
— Which Have Still to Reflect Potentlals? 
By J. S. WILLIAMS 
WHAT'S HAPPENING 
TO THE DOLLAR? 
50 Cents Now — Will Its Value Dwindle? 
By HAROLD DU BOIS 
? gL Pe 
SPECTACULAR DEVELOPMENTS WHAT 2nd QUARTER 1955 
IN NEW REGIONS / EARNINGS REVEAL 
By L. A. LUKENS q By 5 ee Be 





Mr. Daniels was 
willing to be bombed 





Abmir ALS smiled when, in 1921, he 
claimed air power could sink battleships. 
Josephus Daniels, the Navy secretary, said 
he was “prepared to stand bareheaded on the 
deck of a battleship and let General Mitchell 
take a crack at me with bombing airplane.” 

But in an actual test, the most heavily 
armored dreadnaught ever built sank in min- 
utes under the sledge-hammer blows of the 
world’s first 1-ton bombs— bombs built to 
Billy Mitchell’s order. 

Mitchell was used to disbelief. In World 
War I, Pershing called his idea for dropping 
infantry by parachute absurd. “Experts” 
laughed when he talked of putting cannon 
in planes, scoffed when he predicted air 
speeds way in excess of 200 miles. 

In his early fight for a strong air force. 
Mitchell saw very dark days. Yet he never 
lost faith in the American people, nor they 
in him. For they recognized his clear fore- 
sight and great fighting heart as part of the 
real American spirit. 

It is this courageous spirit that makes 
America strong—so strong, in fact, that our 
country’s Savings Bonds are regarded as one 
of the finest, safest investments in all the 
world. 

Why not take advantage of that strength? 
Use United States Savings Bonds to guard 
your future, and your country’s future. In- 
vest in them regularly —and hold onto them. 


Safe as America—US. Savings Bonds 
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It’s actually easy to save money—when you buy 
United States Series E Savings Bonds through the 
automatic Payroll Savings Plan where you work! 
You just sign an application at your pay office; 
after that your saving is done for you. And the 
Bonds you receive will pay you interest at the rate 
of 3% per year, compounded semiannually, for as 
long as 19 years and 8 months if you wish! Sign up 
today! Or, if you’re self-employed, invest in Bonds 
regularly where you bank. 
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CON Torque 

Converters, the 

most extensive 

line now made 
and the CLARK reputation for fine- 
quality construction are combined . . . 
fo give you a CLARK-Torcon unit to 
fit your need. 


CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 
Other Plants: Battle Creek, Jackson, Benton Harbor. 


PRODUCTS OF CLARK . . . TRANSMISSIONS + 
TORQUE CONVERTERS * FRONT AND REAR AXLES 
* AXLE HOUSINGS + FARM EQUIPMENT UNITS + 
ELECTRIC STEEL CASTINGS + GEARS AND FORGINGS 
—FORK TRUCKS * TOWING TRACTORS + POWERED 
HAND TRUCKS + ROSS STRADDLE CARRIERS + 
TRACTOR SHOVELS AND EXCAVATOR CRANES 


CLARK 


EQUIPMENT 
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AREA RESOURCES BOOK 
explains why area we serve offers 
tremendous opportunity to industry. 


Write for free copy 
P. O. Box 899, Dept. R, Salt Lake City 10, Utah 


UTAH POWER 


& LIGHT CO. 














A quarterly dividend of forty (40) 
cents per share for the third quarter of 
1955 has been declared on the com- 
mon stock, payable September 10,1955 
to stockholders of record at the close 
of business on August 25, 1955. 


Drewrys Limited U. S. A., Inc. 
South Bend, Indiana 
T. E. JEANNERET, 
Secretary and Treasurer 
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The Trend of Events 


ONE MAN’S DECISION .. . The things that influence 
ihe moods and attitudes of American businessmen 
and investors are not always to be found in the con- 
frete news of the day. Sometimes, an offhand re- 
mark let slip by a highly placed government official 
gan have more weight in shaping investment and 
business decisions than a ton of statistics or official 
pronouncements. A case in point was the President’s 
Observation to the press, the other day, that no 
erican president had ever lived beyond his 70th 
par, while still in office. 
» This was construed as an indication that the 
President would consider his age as an important 
actor in making a decision on running for a second 
ferm, and that he might elect not to run, after all 
f he felt that this might imperil his health. Not 
Only did this cause dismay among professionals in 
he Republican party but businessmen and investors 
arted to consider what effects this might have on 
the political outlook for next year and on business 
nd the investment markets in general. 
' Failure of General Eisenhower to run for re- 
Mlection would almost certainly generate extreme 
lartisan strife not only among 


ments. In the past two and a half years, or since Presi- 
dent Eisenhower’s inauguration, the nation has en- 
joyed, for the most part, a period of unprecedented 
good feeling and cooperation between the political 
parties that has been translated into good times gen- 
ally. This good feeling has been due to a surprising 
extent to the President’s enormous prestige and his 
persuasive powers of moderation and conciliation. 
Such a success is very rare in the history of the 
American Presidency. 

In any case, the nation has profited from the 
period of political calm and peace. If the President 
should decide not to run, however, the psychological 
letdown could produce a feeling of some uncertainty 
that would be sharpened in the event that the Presi- 
dent’s withdrawal from politics made possible the 
election of a Democrat with more or less radical 
economic views. This is obviously a longer-range 
consideration at this stage of the unfolding political 
campaign but it is none the less a factor in the think- 
ing of astute observers. Of course, if the President 
should decide to run, after all, these fears and mis- 
givings would disappear. 

GOVERNMENT POLICY AND THE 





he democratic and republican 
Parties but within the parties 
hemselves. It need not be said 
mat such a sharp change 
rom the present harmonious 
bolitical scene to one of a bit- 
tr and probably acrimonious 
tontest for power among lead- 
ng politicians would not pro- 

ce the best possible clim- 
te for business and invest- 





We recommend to the attention of our 
readers the analytical discussion of bust- 
ness trends contained in our column 


“What’s Ahead for Business?” 
regular feature represents a valuable | 
market analysis of importance to in- | 
vestors as well as to business men. To | a LE 
keep informed of the forces that may | prime responsibility of con- 
shape tomorrow’s markets, don’t miss it! | 
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MONEY MARKET... To effec- 
tively assist in maintaining 
economic balance in the na- 
tion so that the economy, as a 
whole, can function as smooth- 
ly as possible, the government, 
through its agency, the Fed- 
eral Reserve System, has the 


This 


trolling the flow of credit and 
the terms under which it is 
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made available to the public. At the present time, 
in compliance with its duties, it takes the position 
that the extension of credit on an unlimited scale 
has developed to a point that, if allowed to proceed 
unhindered, could pose a threat to our prosperity. 
Accordingly, it has taken important steps to restrict 
the flow of credit, as it has come to the conclusion 
that with the economic machine now operating vir- 
tually at capacity, it is no longer prudent to permit 
private borrowers of whatever description to obtain 
unlimited access to credit lest the incipient inflation- 
ary spiral get out of hand altogether. The recent 
rise in the rediscount rate is only one of the measures 
the Federal Reserve System is taking to prevent 
such a situation. 

The main target of the Federal Reserve is instal- 
ment credits which, in recent months, have been ris- 
ing at a phenomenal and accelerated rate. In the 
estimation of competent observers, this has resulted 
from a widespread lowering of normal credit re- 
quirements which has facilitated an unusual amount 
of unsound buying by the consuming public. Sig- 
nificantly, most of the onrush in instalment credits 
has been in automobile financing which now con- 
stitutes approximately half of the total oustanding. 

In recent months, instalment credits have been 
rising at the rate of $600-$700 million monthly, 
which is far in excess of anything knovn in our 
history. Obviously, this is a rate of increase which 
no longer could be tolerated if the credit structure 
is to remain sound. Hence, the recent Federal Re- 
serve moves are seen to have been compulsory. 

Most likely, the monetary authorities are more con- 

cerned with the short-term rather than long-term 
implications of the instalment credit situation. It 
hopes to brake down the demand for such credit by 
limiting the available supply, so as to exert an 
immediate effect on the current unwholesome situa- 
tion. If it can succeed in the few months ahead, it 
may then see its way clear to easing the current 
restrictions. On the other hand, if borrowers and 
lenders ignore the meaning of current Federal Re- 
serve policy, it may be taken as certain that harsher 
means will be applied by the authorities. 
THE FUTURE OF SMALL BUSINESS .. . In several recent 
studies by the Securities & Exchange Commission 
and the Federal Trade Commission, it was shown 
that the smaller companies (less than $1 million in 
assets) are progressively accounting for a smaller 
share of the nation’s business, as compared with 
the. larger, particularly the very large, companies. 
In 1951, 93% of our companies had assets of $1 
million or less and accounted for 28% of total sales 
or revenues. This compared with companies with 
assets of over $1 million which constituted only 
7% of the total number but which did 72% of the 
total business. The comparison is even more striking 
when brought down to more recent times. While the 
most recent distribution of corporations according 
to size of assets has not yet been computed, both 
government agencies mentioned above have stated 
that companies with less than $1 million in assets 
now account for only 14% of the total sales, a very 
substantial drop since 1951. 

There can be little doubt that the larger compa- 
nies, notably those with assets of $100 million or 
more, are obtaining an exceptionally large share of 
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the nation’s business. For example, 100 of the larg. 
est non-financial corporations in 1954 had total rey. 
enues and sales amounting to the astonishingly high 
figure of $94 billion. This would be on the order of 
20% of total U. S. corporate sales and revenues. As 
these companies get larger over the years, their 
share of the total business gets larger than ever, 
Hence, the picture one derives is that of increasing 
concentration of sales in the hands of a relatively 
limited number of companies. 

It is true, of course, that in a prosperous period 
such as the present the smaller concerns manage to 
secure a substantial portion of the overflow of busi. 
ness. But even under these favorable conditions, it 
is noted that profits for these concerns do not shape 
up nearly as well as for the larger concerns. For 
one thing, such companies are unable to keep up 
with the recurrent pattern of rising wages and 
higher costs. Furthermore, they cannot match the 
proportion of outlays of the larger companies for 
such items as labor benefits, new plant and equip. 
ment, and promotion. The result is that their costs 
rise disproportionately and they, therefore, find much 
difficulty in obtaining reasonable profits on their 
volume of business. 

While none of this has prevented new businesses 
from being started (last year there were 647,000 
new businesses started while 650,000 concerns went 
out of business due to various circumstances), and 
while this indicates that Americans are still willing 
to venture capital in new enterprises, the fact is 
that the general run of new businesses start with 
unusually severe handicaps beyond those that were 
normally associated with new enterprises in former 
generations. 

In the estimation of many authorities, the widen- 
ing gap between the rate of profit between the larg- 
est and smallest business concerns deserves serious 
attention for it may involve, if continued for too 
long, a threat to our free enterprise system. Far 
sighted officials of our largest companies, too, are 
concerned lest this development become even more 
ominous. 


THE ROOTS OF AMERICAN PROGRESS... . One of the 
principal factors in the unprecedented economic 
growth of the United States over the past half cen- 
tury and in which respect, indeed, it differs mark- 
edly from the type of economic development which 
has occurred in Europe, is the very special emphasis 
which Americans place on mass production. This is 
in great contrast to most nations of Western Europe 
which continue to place an exceptionally high value 
on excellence of individual workmanship. 

Yet, in this modern age, nations cannot provide 
the full life for their peoples and endow them with 
all the new comforts and conveniences which they 
yearn for unless they abandon traditional and un- 
progressive methods of production for limited use. 
In the United States we have always been free from 
traditionalism and, in fact, we have given expression 
to our natural affinity for new and venturesome 
methods through our restless and constant search 
for new products and the means to produce them 
and get them into the hands of as many of the people 
as fast and as cheaply as possible. 

Technological progress depends as much on the 
natural aptitudes of (Please turn to page 676) 
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As J See Jt! 


By JOHN CORDELLI 


THE PRESIDENT AT GENEVA 


~ 

by evidence is very plain that President Eis- 
enhower scored a monumental personal success at 
the “Summit Conference” in Geneva. The strangest 
thing about this remarkable result is that nothing 
really tangible was accomplished at the Conference, 
except to set the date for a Four Power Foreign 
Ministers’ meeting. Nev- 
ertheless, the entire 
world sensed that some- 
thing very much more 
important had been ac- | 
complished than an |; 
agreement on specific is- | 
sues and that was, in the 
President’s own words, 
“that Geneva ignited a 
spark for a whole new 
series of conferences. . 
designed to solve prob- 
lems that Geneva did not 
solve and was not in- 
tended to solve.” 

This was made possi- 
ble, however, only be- 
cause the President’s ob- 
vious sincerity showed 
throughout the proceed- 
ings, with an overpower- 
ing impact on all who 
tame under its influence, 
not least of all, the Soviet 
leaders themselves. When 
President § Eisenhower 
threw down his epochal 
challenge in which he of- 
fered to exchange vital 
information on military 
establishments with the 
Soviets through mutual 
air inspection, he made 
lear to the whole world 
that he could afford to do 
%0 because he stood on 
impeccable moral ground. But the supreme advan- 
tage the President possessed was that he knew the 
peoples of the world would believe in what he said 
and give him their absolute trust, for he was ex- 
pressing their deepest longings. 

One should, therefore, not think of the President’s 
imprecedented offer as merely a highly dramatic 
gesture, or one calculated to gain a diplomatic point. 
The President was aiming at far greater stakes than 
that. He wanted to be in a position to assert the 
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Dowling in the N. Y. Herald Tribune 
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Eisenhower Makes a Pretty Good Horse Trader 






moral leadership of the United States and to re- 
affirm the principles for which it stood in such a 
way that even those among our friends who had in 
recent years doubted our purposes could not fail to 
believe. 

Thus, at a stroke, the far-seeing President man- 
aged not only to re-es- 
tablish American leader- 
ae ship of the free world 

S but he made it impos- 

i sible for the Soviet lead- 

i ers to cast doubt on the 
*y peaceful intentions of 
* this country and its lead- 

ers. Yet, there are not a 
» few who fear that the 
President may have ex- 
tended too large a meas- 
ure of good will at Geneva 
and that this may be 
misinterpreted as a sign 
of weakness in the posi- 
tion of the free world. 
»\¢ Their argument is that 
sv; the Soviets have gained 
greatly in prestige as a 
result of the Conference 
and that they have, by 
default, secured what 
they basically wanted, 
which is the maintenance 
of the status quo. 

In other words, they 
fear that nothing can 
now pry loose the grip 
of the Kremlin from its 
satellites and that the 
latter have permanently 
passed behind the Iron 
Curtain: now that the 
leaders of the free world 
have met with the Soviet 
rulers on terms of friend- 






VOR)” 
SINCERITY FOR PEA E 


- 


ship. 

; Time, of course, alone will tell whether such skep- 
ticism will be justified. Meanwhile, the President 
stands in a position of undisputed world moral au- 
thority. He has captured the imagination of the 
peoples of the world, including those in Russia and 
the satellites, though we doubt that the Chinese com- 
munist government is so moved in the slightest. 
Nevertheless, the President has generated a power- 
ful force in the right (Please turn to page 676) 
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Market Showing Up 


Overpriced = Undervalued Issues 


Present Federal credit policy, aimed at checking the business boom, and uncertainty 
about possible further moves ahead cloud the market’s medium-term outlook. Trend 
indications will be negative until either last week’s reaction lows of the daily averages 


or the summer highs are penetrated. A 


remains in order in view of present uncertainties. 


By A. T. 


A fairly sharp reaction swept the stock mar- 
ket lower over the re fortnight. The pressure let 
up by the middle of last week, after which a mod- 
erate and selective rally developed. Trading volume 
was fairly light throughout the decline, the per- 
formance indicating that it does not take much sell- 
ing to put stocks down at any time, following sharp 

rior rise, when demand is materially curtailed, as 
it has been in this situation. The near-term outlook 
must be called cloudy. A period of trading-range 
fluctuation, with the daily averages holding between 
the summer highs and last week’s lows, would appear 
to be a more reasonable expection than a full re- 


conservative, selective investment policy 
MILLER 


covery of the sell-off and an extension of the bull 
market any time soon. Moreover, that might be the 
best possibility, since the technical pattern is in any 
event “dubious”; and at this writing there is not 
adequate evidence on which to base an assumption 
that last week’s lows marked a completed correction. 

The technical position appeared to be vulnerable, 
on evidence previously cited here, before the sell-off 
began. Indicative thereof, the Dow industrial aver- 
age at its July 27 high was able to better its prior 
July 6 high by barely more than one point. The rail 
average had shown a downward bias since recording 
a top June 22. Reduced trading volume around the 
summer highs, as compared with that 
on the previous 1955 market upswings, 
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sounded a cautionary note. 
The Present Position 


At last week’s lowest closing level, the 
rail average had broken its mid-May 
reaction low by more than 3 points. 
Although far from confirmed by indus- 
trials, this pattern increases doubt as to 
the ability of rails to get back to or 
above their June highs within the pre- 
sently foreseeable future; and, of course, 
leaves a question whether last week's 
low would hold under test of some fur- 
ther selling pressure. To date, the maxi- 
mum reaction by the industrial average, 


390 


350 


310 








































































































JUNE 


APRIL 


MAY JULY 





630 


230 AS INDICATED BY TRANSACTIONS 230 on a closing-price basis, has been about 
AT DECLINING PRICES 20 points or little over 4%, which is well 
190 190 within normal limits of a purely tech- 
nical correction; and which had been 
significantly exceeded this year only by 
MEASURING INVESTMENT AND SPECULATIVE DEMAND os a March 4-14 slide of about 31 points or 
400 Oe ee r a little over 7%. In the old days bull 
| 4 od . market reactions of 10% or so were not 
380 | og sften a ee 210 uncommon. For some year > tech- 
= ~l abe" 5 r . Fe years now tech 
- i |_ Feo nical sell-offs in the range of 3% to 8% 
; » have been more typical, with shocking 
sao | = _tioo news or change of major trend required 
M.W.S. 100 LOW PRICED STOCKS f to do much more damage. 
320 Scaue av Left . / 180 This sell-off might well have come} 
| | | | | | | | f anyway, being overdue after May-July 
300 M.W.S. 100 HIGH PRICED STOCKS 170 rise of over 54 points by the industrial 
Sea average. However, there is no doubt 
280 —————— 160 that adverse news, while not surprising, 
251 8 15 22296 13 2027 3 10 17 24 1 Bo ts 22 ae § 2 ? 








played a part—news of tighter terms 
mortgages guaranteed by the Veterals 
Administration and on those insured by 
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the FHA; of increases in 
Federal Reserve redis- 
count rates from 134% 
to 2% in all except the 
Cleveland district, where 
the boost was to 214%; 
and of boosts in bank in- 
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315 


: 305 
terest rates on prime 
commercial loans and on 295 
call loans utilized by 460 


stock brokers. This adds 
up to tighter money all 
along the line, to further 
easing of the bond mar- 
ket and to higher bond 
yields, making the latter 
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rise of business and in- 
dividual borrowing from 
banks, of installment debt 
and mortgage debt. Evidently to guard against a 
hboom-bust cycle, they are moving from a “mildly 
restrictive” credit policy to a “restrictive one”, with- 
out putting it in those words. 

The apparent aim is to slow down the present 
bom. To do that, without bringing on a business 
recession (the tight-money policy of 1952-1953 cer- 
tainly contributed to the 1953-1954 recession) is 
easier said than done. What are the possibilities? 
If the present policy prove effective, business and 
corporate earnings in the forepart of 1956 may be at 
least at somewhat lower levels than would otherwise 
be so, taking some “ammunition” from stock-market 
bulls. On the other hand, if credit expansion is not 
adequately checked, additional restrictive moves 
would appear to be a logical expectation. 

Could it be that the monetary authorities, sup- 
posedly above political considerations, would like to 
see something like this: (1) Early stoppage of the 
boom; (2) a very mild and short recession; (3) a 
tenewed boom well under way by election time? It 
isa neat and theoretical pattern. The election is less 
than 14 months hence. The authorities can, of course, 
stop the boom cold and get a slump, if they take 
sufficiently severe measures. However, booms and re- 
tessions cannot be “managed” with close precision, 
due to the psychological factors involved; and both 
the Reserve Board and the Administration are well 
aware of that fact. If they move too cautiously, they 
tisk too much boom and a subsequent slump, pos- 
sibly before, possibly after the election. If they move 
to vigorously, they risk too much and too extended 
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recession; and might not be able to reverse it before 
the election. 


The Wisest Policy Now 


The bull market has heretofore fed on good busi- 
ness news, rising earnings and dividends and high 
investment confidence in the future, largely ignoring 
cautionary money-market factors. Apart from the 
latter, the news is still good. The summer slackening 
in over-all business activity appears to be less than 
seasonally normal. Construction is still holding at 
peak levels. Despite the expected tapering off in third 
quarter automobile output, demand for steel and 
other metals remains insistent. Running 11% above 
a year ago in June, total dividends continue in a 
gradual upward trend. All indications point to a 
record total of year-end extra payments. 

Against all that, and — the recent mark- 
down in prices, common stocks have rarely been at 
much higher levels, as measured by current yields 
and the spread between the latter and bond yields— 
and uncertainty as to what the money-manager may 
do injects an increasing question, if not blind spot, 
into investment calculations. In our opinion, the 
situation calls for (1) paring down over-speculative 
holdings on rallies; (2) maintaining conservative 
reserves in cash or equivalent; and (3) emphasizing 
quality and conservatively-appraised long-range po- 
tentials of individual stocks in portfolio adjustments. 


—Monday, August 15. 
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PURCHASING VALUE OF DOLLAR 
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By HAROLD DUBOIS 


S ince business began its very rapid recovery 
from the recession of 1954, faith in the strength of 
the American economy, and faith in the ability of 
business to avoid a major postwar depression, have 
increased notably, both among economists and busi- 
nessmen themselves. In fact, in recent months, 
those concerned with the future stability of Ameri- 
can business have begun increasingly to turn their 
attention to the opposite possibility: namely, that 
the trend of American business is now so strong 
that it is likely to pass again into a phase of chronic, 
prolonged, and eventually disastrous inflation. 

To those who are giving consideration to this pos- 
sibility, there is some pressing evidence that infla- 
tion, which has been dormant for almost four years, 
is again a near-term threat. It is true that major 
price indexes, such as the broad wholesale index pre- 
pared monthly by the Bureau of Labor Statistics, is 
still moving pacifically along at about the level of 
the past three years, and somewhat below the peak 
level reached in 1951. It is also true that farm 
prices, which comprise an important foundation 
level for the total price structure, are still weak, and 
there is no clear evidence that the four-year decline 
in agricultural commodities is finally over. It is also 
true that many of the most important American 
markets for both finished goods and raw materials 
are more competitive than at any time in the past 
fifteen years. 

On the other hand, there are a number of porten- 
tous indications that pressures on the price level are, 
at least for the time being, predominantly upward. 
These pressures emanate from a number of key 
mechanisms within the American price structure. 
They deserve a careful appraisal, to determine 
whether they contain, jointly, the seeds of another 
holocaust of inflation. 


Current Inflationary Pressures 


Foremost among the forces currently operating 
to raise the general American price level is a new 
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round of major wage increases—the ninth such 
round since the end of World War II. A number of 
the prior rounds of wage increases — although not 
all of them — yielded a rise in wages in excess of 
the rate of increase in productivity, with the result 
that labor costs, and then inevitably prices, were 
pushed up a notch. The increases currently being 
granted in major industries will apparently average 
out at more than 15 cents an hour, or about 8%. 
This increase represents between two and three 
years of productivity gains, at the current rate of 
improvement in output per manhour. While it alone 
may not be sufficient to produce a rise in prices, it is 
undoubtedly applying a strong upward bias to price 
decisions, as it has throughout most of the postwar 
period. 

Secondly, as the economy has regained its stride, 
employment has increased sharply. In June, a record 
64,000,000 Americans were employed, and unem- 
ployment was in the neighborhood of only two mil- 
lion. Two million may sound like a large unemploy- 
ment cushion, but actually it is about an irreducible 
minimum under present conditions; a substantial 
portion of the unemployable or extremely low-pro- 
ductivity workers, who cannot be economically em- 
ployed under current minimum-wage and _ uniot- 
floor wage rates, and cannot be legally employed at 
below those wage rates. 

This exhaustion, or near-exhaustion, of the labor 
supply ts one of the tell-tale accompaniments to im- 
pending inflation. The price rise of late 1950 and 
early 1951 occurred in an environment of shrinking 
unemployment; the 1947-48 inflation was owing I 
some part to the growing scarcity of usable labor. 
For as labor grows scarcer, wage demands mount, 
productivity falls, and labor costs suddenly spiral 
upward. Owing to the lower quality of available 
labor, increases in employment produce less thal 
proportionate increases in output, and manufactul- 
ing costs rise; labor turnover increases sharply, a8 
job-hopping to higher wage categories keeps assell- 
bly lines in a ferment of personnel problems. It- 
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adequate labor, and frantic hiring practices, are 
both causes of inflation and among its clearest symp- 
toms. 

Thirdly, as the economy has regained its stride 
and pushed to new highs of activity, the confidence 
of consumers and businessmen has come to express 
itself in a record rate of debt creation. Like labor 
shortage, rapid debt creation is one of the insepa- 
rable handmaidens of inflation, since most forms of 
borrowing imply an equal (and in some cases a more 
than equal) increase in the total national money 
supply, and hence in the total volume of funds bear- 
ing on the supply of goods and services. The in- 
evitable result is the up-bidding of prices in an ac- 
clerating pattern of inflation. Currently, the most 
pressing manifestation of debt creation is in the con- 
sumer sector: both instalment debt, for the pur- 
chase of consumer durables, and long-term mort- 
gage debt, for homes, are rising at the fastest rates 
mn record. In 1955, in fact, consumers are likely to 
add about $15 billion to their outstanding obliga- 
tions: $4 billion in instalment debt, and about $11 
billion in mortgage debt. The $15 billion represents, 
literally, about a 5% leverage on the prices of the 
roughly $300 billion of goods and services (including 
residential construction) now being created an- 
nually for the consumer market. 


World Situation Inflationary 


Fourthly, the American boom of 1955 is occurring 
ina world atmosphere which, considering the fact 
that no new military crisis has arisen, is remarkably 
inflationary. Throughout the world, demands on the 
supply of commodities and services have mounted to 
historic peaks; partly because of government wel- 
fare programs, school programs, road programs; 
partly because of belated rebuilding of prewar liv- 
ing standards in many countries, such as Italy, 
where recovery from World War II was slow in com- 
ing; partly because of a heavy surge of investment 
demand in areas and industries — such as, respec- 
tively, Canada, and atomic energy — which are not 
yet producing quantities of goods and services to 
absorb the income they create. The effect has been 
to erect a towering level of demand for such basic 
raw materiels as copper, steel, lumber, heavy chemi- 
cals, petroleum. 

In steel, for example, the export market has kept 
up continuing pressure on the domestic market, with 
the result that even those finished steel products 
which have not been in excessive domestic demand 
have continued in rigidly tight supply. Partly for 
the same reason (and partly because of strikes) cop- 
per is now selling at a premium throughout the 
world. And for the same reason, aluminum, which 
has enjoyed about the largest increase in productive 
capacity of any basic material during the war and 
postwar years, has recently risen in price. 

Underlying all of these specific reasons for up- 
ward pressures on the general price level is the ac- 
ceptance by governments all over the world of sub- 
stantial welfare responsibilities. These responsibili- 
ties take a variety of inter-related forms. In the 
first place, the American government, among others, 
how holds itself in a constant state of readiness to 
apply expansionary techniques in the event that 
unemployment reaches a certain politically unpalat- 
able level. This has meant that various devices — 


AUGUST 20, 1955 


all of them more or less inflationary — have been 
built into the American price structure by design or 
by tolerance. Wages are tied to the cost of living, 
presumably to maintain purchasing power if prices 
rise — and hence to perpetuate a rise once it begins. 
(Ad absurdum illustration of this principle can 
now be found in the runaway inflation affecting the 
Chilean monetary unit). Substantial unemployment 
compensation, again to maintain income and thus 
limit unemployment ; monetary manipulation to main- 
tain credit ease, thus supporting investment de- 
mand; credit grants to foreign nations, who spend 
the credits predominantly in the United States. 

The combined result of these devices, apart from 
their obvious human effect in alleviating the miser- 
ies of unemployment, seems now to be that the 
regular corrections of the price level which were 
needed, if painful, therapy in earlier years are now 
aborted. The price level can rise, but it faces a whole 
battery of artificial stimulants whenever it begins to 
sink. This is logically sufficient to provide a long- 
term upward bias to the price structure; and the 
mechanism is operating, in greater or lesser degree, 
throughout the industrial nations of the world. 

Whether this combination of circumstances is 
sufficient to precipitate another major inflationary 
debacle is, of course, open to question. It can be ad- 
mitted, at the outset, that they are a different, and 
on the whole less ominous, collection of factors than 
arose in the early 1940’s. 











“DELMONICO'S® 


RESTAURANT. 














BILL OF FARE. 





Cup Tea or Coffee, 1 | Pork Chops, 4 
Bowl “ Ps 2| Pork and Beans, . 4 
Crullers, 1 | Sausages, 4 
Soup, - - +:  <: 2] Puddings, 4 
Fried or Stewed Liver, 3 | Liver end Bacon, . 5 

“ Heart, 3 | Roast Beef or Veal, 5 
Hash, . 3 | Roast Mutton, 5 
Pies, 4] Veal Cutlet,. 5 
Half Pie, : ‘ 2 | Chicken Stew, 5 
Beef or Mutton Stew, . 4 | Fried Eggs, . 5 
Corn Beef and Cabbage, 4 | Ham and Eggs, id 
Pigs Head “ as 4 | Hamburger Steak, 10 
Fried Fish, . 4 | Roast Chicken, 10 
Beef Steak, . 4 


Regular Dinner 12 Cents, 











The above is a replica of a menu offered by the 
famous Delmonico restaurant of New York City 
about a hundred years ago. Equivalent fare to-day 
would probably cost 25 times as much, an eloquent 
commentary on what can happen to the value of 
money over a very long period. 
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In 1940, apart from the growing probability of 
war, it would have been hard to find much infla- 
tionary potential around. Wholesale prices were 
still below their level in 1937; consumer prices were 
likewise below 1937, and only about 8% higher than 
at the trough of the Great Depression. But under- 
neath these broad indicators, an inflationary fire 
was beginning to eat its way through the business 
system. Unemployment, while still quite high by 
today’s standards, was filling rapidly under the pro- 
gressive impact of budgetary deficits, rising defense 
production, accumulating lend-lease shipments. By 
late 1941, prices began a rapid upward spiral as 
total activity, propelled by impending war and then 
its actuality, rocketed toward full employment of 
our national resources of machines and men. 

By late 1942 the federal government was running 
a ponderous deficit — virtually entirely for defense. 
The income stream was being swollen by full em- 
ployment at rising wages, while controls gradually 
sapped the flow of goods into consumer channels. 
Price control, applied as a lid on top of the price 
level, suddenly fixed the dollar value of civilian goods 
and services produced, and limited the income that 
could be spent on them: the remaining excess of 
income poured violently into savings repositories, 
much of it into government bonds, until such time 
as goods and services would again be available in 
large quantities in the consumer market. In the 
years 1941 to 1945, the American money supply 
more than doubled; individuals’ holding of govern- 
ment securities climbed from $13 billion to $65 bil- 
lion, while the gross public debt climbed from $65 
billion to $278 billion. 

This vast injection of the inflation virus, once 
price controls were lifted, sent the price level into 
a violent upward climb. Between 1945 and 1950, 
price increases averaged in the neighborhood of 
80%, and a 1940 dollar sank in value to about 60 
cents. The vast accumulated savings of the war were 
cut almost in half, not by any sensitive, equitable 
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tax tool, but by the cleaver of inflation. The resump. 
tion of large deficits and massive government spend. 
ing during the years of the Korean war cut the value 
of the dollar further, to about fifty cents, as prices 
climbed another 15%. 


Throughout this period the mechanism by which 
inflation was able to support itself as a continuous 
force was the price-wage spiral — the leap-frogging 
of wage increase over price increase, achieved in 
part through union coercion, in part through the 
automatic effect of so-called escalator clauses tying 
wage rates directly to prices. This mechanism, to. 
gether with the avid desire of Americans to rebuild 
the living standard lost during the war, and to con. 
vert their enormous war savings into goods and 
homes, was the fundamental reason for the halving 
of the American dollar between 1941 and 1951. 


How relevant is this past experience to the cur. 
rent outlook for prices? True, while the Federal 
government has been running a deficit, it is cer- 
tainly far short of the mammoth $40 billion of the 
war years. The money supply, while it is now ex- 
panding, is certainly not swelling in the violent 
fashion of the war years. Consumers’ holdings of 
liquid assets, while they are now far bigger than 
they were even at the end of the war, have been so 
cut in purchasing power by the intervening rise 
in prices that they no longer bear on the price 
level with such obviously inflationary leverage. Con- 
trols have not been stifling price advances for five 
years previously, as was the condition in 1945. 


But this does not mean that inflation is dead, by 
any means. Rather, it suggests only that the current 
threat is not of the wholly explosive variety that 
destroyed savings in a series of annual blows during 
1945-1950, and cut the value of the dollar so dras- 
tically. Rather, the current threat is of a persistent, 
debilitating, steady but unsensational upward rise in 
prices that progressively penalizes the saver; in 
other words “secular inflation”, rather than ‘“‘post- 
war inflation.” 


Because the threat is less violent, it is no less real. 
Given the present complacency toward budgetary 
deficits, toward wage agreements yielding higher 
labor costs, and toward an historic rate of debt 
creation on the part of individuals, businesses and 
governments alike, and given the welfare responsi- 
bilities which are now an almost uncontested part 
of the role of government, a long-term upward trend 
in the price level is not at all an unlikely outcome. 
And in periods of extremely high business activity, 
such as is now foreseen for the second half of 1955 
in most analyses the pace of the uptrend could be 
quite sharp. 

This inflationary bias now apparent in business 
conditions has obvious implications for business it- 
self. But it is for the consumer, in his individual 
capacity as a spender, and saver, and voting citizen, 
to weigh whether inflation must be a national way 
of life. And to weigh that issue intelligently, it must 
be borne in mind that the ephemeral advantages of 
inflationary trends — high employment, high in- 
come, high spending — are progressively eroded 
away by the destruction of the dollar itself. For the 
saver — the individual who makes the vital link 
between personal income and business investment, 
and thereby contributes to the nation’s growth — 
pays for inflation in the end. —END 
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2 broad-based boom in the American econ- 
omy is felt everywhere and in all seasons. In our 
staid old cities it is manifest in the razing of slums 
and the erection of new dwellings, the rebuilding of 
commercial and industrial centers, the appearance of 
new highways to ease the heavy flow of traffic and 
the swiftness with which they are outmoded by new 
vehicles. But, in a country bursting at the seams, the 
hustle often is more hectic in erstwhile rural and re- 
mote areas—the deserts of the West are blooming 
and booming with aircraft sites and military install- 
ations, manufacture and mining developments; the 
distant reaches of the Upper Midwest have uncov- 
ered new rich sources of oil and iron ore, and the 
Northwest is bustling with new developments in 
lumber, farming, fishing, new manufactures and a 
growing chunk of defense work, a dynamic diversity 
spurred by brand-new oil pipelines, refineries and 
natural gas. 

The new horizons of the Northwest rest, in large 
measure, on the tremendous power development 
brought to fruition in that region and a similar de- 
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NEW ECONOMIC VISTAS 
OPENED BY OUTSTANDING 
REGIONAL DEVELOPMENTS 


By L. A. LUKENS 


velopment promises to have equally massive eco- 
nomic effects on the other side of the country, where 
the St. Lawrence Seaway, after two decades of 
frustration, is to become a reality under interna- 
tional sponsorship and financing. A vast industrial 
expansion, already dotting the Great Lakes area, 
may well be dwarfed by this link-up of the Great 
Lakes and the Atlantic, bringing products at lower 
transport cost from all over the world to the heart 
of the American continent. 


Apple-Knockers Punch Clocks 


In the Hudson River Valley, thousands of farmers 
and rural folk are deserting apple orchards, dairy 
operations and village shops for the tens of thou- 
sands of jobs made available by the entry of elec- 
tronics, electrical, air conditioning and other plants. 
Bulldozers are leveling rich farmland to make way 
for suburban housing developments and modern 
highways. Nearby, Central and Southern New Jer- 
sey are growing apace with the influx of electronics, 
steel, fabricating and instruments plants, and a 
sprinkling of defense industries. Across the river 
from the state’s capital city of Trenton, United 
States Steel Corp. has built the huge Fairless Works, 
to become the nucleus of an industrial complex that 
has made its impact felt throughout the Delaware 
River Valley. 

A measure of the growth of the Delaware River 
Valley region may be gleaned from the fact that 
the widespread industrial development has prompted 
Philadelphia Electric Co., which serves the region, 
to project an expansion program of its own that will 
cost $1 million weekly for the next five years. 

Moving southward, Kentuckians are found to be 
deserting the (Please turn to page 669) 
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(1) NEW ENGLAND: Electronics, appliance, chemical 
and plastic industries have come to Yankeeland to take 
up the slack caused by demise of textile centers. The 
metal, paper and shoe industries have burgeoned, too. 
New plants and expansion projects involve such “name” 
companies as American Cyanamid, Monsanto Chemical, 
Hudson Pulp & Paper, Great Northern Paver. Good- 
year Rubber and Radio Corp. of America. To keep up 
with the new growth, New England Telephone and 
Telegraph has spent over $500 million in past several 
years on facilities and equipment. 


(2) NEW YORK STATE: The Hudson River Valley 
has come to the fore as a sprawling industrial area. One- 
time dairy and fruit farmers are turning to jobs in the 
electronics plants of International Business Machines 
and to tile, expansion bolts, paper, brick and hydraulic- 
device factories, many of them new to the area. But even 
this vast expansion may be dwarfed by the development 
to the north of the St. Lawrence Seaway, with its prom- 
ise of cheap abundant power and commerce. The New 
York State Thruway, spanning the state, has focused 
attention on rural areas once regarded as inaccessible. 


(3) DELAWARE RIVER VALLEY: Highlighted by 


the advent of United States Steel Corp. to the Delaware 
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Highlights of Outstanding Regional Developments 


River, America’s oldest industrial region is growing into 
a new and vast industrial complex. In the area, of which 
Philadelphia is the hub, more than $2 billion has been 
spent on industrial expansion since the end of World 
War II. Names of the companies read like a Blue Book 
of Industry — Rohm & Haas, National Biscuit, Chrysler, 
du Pont, Colorado Fuel & Iron, Sun Oil, Sinclair Refin- 
ing, Texas Co., Atlantic Refining, General Electric, Con- 
tainer Corp. of America, Westinghouse and dozens of 
others. A measure of the growth may be gleaned from 
the fact that Philadelphia Electric Co. plans new gener 
ating capacity that will cost $1 million a week for the 
next five years. Area also undergoing massive suburban 
growth and redevelopment. 


(4) NEW JERSEY: Central and southern portions get- 
ting steel fabricators, electronics plants, instrument 
makers and defense installations in an area whose gar- 
den crops and poultry farming sustained the countryside 
for generations. A single tract in the center of the state 
has been assembled for the building of a city of 200,000. 
Typical of the expanding industrial development is 4 
new Hercules Powder Co. plant, rubber component fa 
cilities, a chinaware factory. Seabrook Farms, a leading 
vegetable processor, has erected a vast new quick-freez 
ing plant. Radio Corp. of America has built new plants 
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in the region. There are others, including such diversi- 
fed fields as chemicals, plastics, glass and silica sand 
mining. 


(5) SOUTHEAST: Bustling Dixie—highlighted by up- 
surge in the South Carolina cottonland, the new claim 
to second place on the Eastern Seaboard made by Vir- 
ginia ports, new factories and plant expansion in North 
Carolina. The Savannah River Project of the Atomic 
Energy Commission has given a tremendous lift to bu- 
colic South Carolina and Georgia. A thousand new fac- 
tories have come to South Carolina in the post-war 
period and more are coming—companies such as Ameri- 
can Cyanamid. Atlantic Coast Line Railroad and Sea- 
hoard Airline Railroad are developing vast tracts for 
industries. Fifty-six new industrial plants and 89 plant 
expansions were reported in North Carolina for the first 
half of 1955, alone. Their cost was over $78 million and 
they will create 8,200 new jobs. In Georgia, during 1954, 
136 plants, with a capital investment of nearly $22 
million and prepared to employ nearly 8,000 people, 
came to the state. Industrial development of the South- 
land served by the Southern Railway has gone ahead at 
a unprecedented pace. In 1954 alone, new plants, new 
large distribution warehouses and major additions to 
existing facilities represented an investment of more 
than $508 million. 


(6) KENTUCKY: In the Blue Grass, industry has pass- 
ed agriculture as a dollar-earner and in Louisville, long- 
time producer of whisky and tobacco products, new 
plants have poured in. They include a $156 million 
plant, built by General Electric: a $40 million plant, by 
Ford Motor Co., and a synthetic rubber plant, by du 
Pont. Louisville now has 35 plants that employ 500 or 
more. The Mathieson Hydro-Carbon Chemical plant at 
Brandenburg, Ky., is another mammoth addition to the 
local industrial boom. In the last few years, Kentucky 
has acquired more than a score of huge plants, repre- 
senting an investment of nearly $275 million. 


(1) GREAT LAKES AREA: The industrial heartland 
of America is getting a wide variety of new plants. Il- 
linois alone will be the site of new factories, to be built 
by such companies as Borg-Warner, G. E., A. O. Smith, 
Dow Chemical, Caterpillar Tractor, Allied Chemical, 
Magnavox and Granite City Steel. Yet another wave of 
expansion is in prospect with development of the St. 
Lawrence, linking up the region with foreign commerce. 


(8) OHIO RIVER VALLEY: This region rapidly is be- 
coming the Atomic Valley with the Atomic Energy Com- 
mission putting about half of its total $8 billion plant 
investment there and at not-too-distant Oak Ridge, Tenn. 
Effect on the rural countryside has been explosive. 


(9) LAKE SUPERIOR REGION: U. S. Steel,. Bethle- 
hem, Republic, Armco and other giant steel producers 
developing taconite as a new source of ore for their 
mills. The development has injected new life into a 
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region which long has fed the iron ore to these mills, 
but now must vie with foreign sources as domestic sup- 
plies of the traditional ore are badly depleted. 


(10) WILLISTON BASIN: North Dakota-Montana area 
farmers riding crest of oil-natural gas prosperity. Into 
the area have come such top companies as Standard Oil 
of New Jersey, Amerada, Standard Oil of Indiana, Sun 
Oil, Texas Co., Shell and Signal Oil & Gas. Major sup- 
pliers of oilfield equipment also are on the scene. 


(11) TEXAS: While the relatively new petrochemical 
development in Texas has been covered in previous 
issues of the Magazine, no account of major regional 
developments would be complete without citing this 
adjunct to the growing industrial might of the Lone 
Star State. Leaders include Union Carbide & Carbon. 
Dow Chemical and Monsanto Chemical. 


(12) COLORADO PLATEAU: Colorado, Utah, Arizona 
and New Mexico are leading in the development of 
uranium mines. Bucket-seat prospectors fly up and down 
the canyons in Piper Cubs and armed with Geiger 
counters. A number of “name” companies also are on 
the scene in this most spectacular segment of the present- 
day mining industry. 


(13) WESTERN DESERT: Important molybdenum 
finds have been added to known deposits of copper, lead 
and gold in the Arizona area. That area also has devel- 
oped aircraft, electronics and “smokeless industry” 
plants. The region also is benefitting from a $120 million 
Magma Copper mine, mill and smelter, to mine newest 
and biggest proved deposit of ore in the country. Mili- 
tary bases, engaged in highly secret work, also a factor. 
The Mojave has acquired cement plants, along with vital 
military and aircraft industry installations. There are 
nuclear-weapons test sites and expanded manganese min- 
ing in Nevada. 


(14) SOUTHERN CALIFORNIA: The Los Angeles area 
has benefited from the upsurge in the electronics field. 
Television, once feared as a rival to the movie industry, 
now is giving that industry a lift, with many studios 
engaged in producing shows for TV. The area has be- 
come a leader as a point of origination for TV programs. 
The textile industry, popularizing the Made-in-Califor- 
nia label, also has made giant strides. 


(15) PACIFIC NORTHWEST: The area in and around 
Washington State is enjoying an industrial upsurge that 
surpasses the wartime boom. Growth has been stimulated 
by an oil pipeline from Canada and natural gas has 
been introduced to the area. A dynamic and diversified 
economy, spurred by cheap, hydro-generated power, is 
evolving accompanied by a tremendous influx of people 
from other parts of the country. 


Note. Descriptive material above corresponds to 
merals on map. 
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By J. S. WILLIAMS 


i ® amazing growth and dramatic changes 
in the economy of this nation in the years since the 
start of World War II spawned vast new industries 
and markets while injecting new life into old fields. 
Electronics, “magic-brain’” computers, television, 
plastics and synthetic fibers are a few of the new 
lines of endeavor that have given a lift to long- 
established companies and created entirely new ones. 
The current boom, which owes much of its bloom to 
the new industries, has sharply stimulated the de- 
mand for better housing, improved diet, services, 
(such as the telephone and the appliance array), 
travel and highway facilities, to cite but a few. 

As a result of the upheaval compressed into a 
brief span there emerged, in the parlance of the in- 
-vestment community, “the growth stock.” This type 
of equity represented a stake in the growth of a com- 
pany that was deriving, or figured to derive, large 
long-term benefits from the changes in the American 
way of life. Many companies that fall into the 
“growth” category have only recently begun to at- 
tract investment interest, but the forward surge of 
the last two years, quite often, has resulted in their 
discounting not only current prosperity, but a great 
deal that remains in the anticipatory stage. 

We have sought here (see the accompanying 
table) to cite the companies that qualify as growth 
situations, placing in one group those companies 
whose action would indicate that they have over-dis- 
counted their potential in the marketplace and list- 
ing as a second group those corporations which, in 
our judgment, have not yet fully reflected the prog- 
ress achieved in recent years and the brisk business 
that lays ahead. As an example, the fields in which 
such companies as Aluminum Co. of America, Dow 
Chemical and Reynolds Metals are represented have 
opened up new vistas for the business world, but 
the avidity with which investors latched on to these 
equities has caused these issues to soar to an un- 
precedented degree. In the case of Reynolds Metals, 
the rise has been more than five-fold. 
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Radio Corp. of America provides yet another ex. 
ample of “jumping the gun,” a case of a stock soar- 
ing to new heights that would indicate liberal dis. 
counting of the current upturn in its fortunes and 
a considerable amount of good fortune that has yet 
to be realized. The amazing growth and dramatic 
changes in the economy, noted at the outset of this 
article, of course, have left little that is recognizable 
in the old Radio. Even the corporate name has scant 
significance in this age of television, of which it is 
the leader; of TV networks, another field in which 
it leads; electronics, of which it is a pioneer, and 
such military devices as radar, in which it is a top 
supplier. To top it all off, the new RCA is an in- 
portant factor in the appliance field. However, its 
nearly threefold rise from the low of 1953 has sub- 
stantially discounted current and coming events, for 
the time being. Over those two years, the price 
earnings ratio has jumped to 17 from 4.8 and the 
dividend yield basis has been halved by the gyra- 
tion in the stock. 


More Illustrations 


In the case of RCA the yield at the low of 1953 
was fairly respectable. But, as a general proposi- 
tion, growth stocks in this category offered only 
meager yields two years ago and, having since been 
bid up sharply in the marketplace with little or no 
dividend accretion, provide only nominal disburse- 
ments. Over that interval, Dow Chemical, as an ex- 
ample, has continued to pay 25 cents quarterly, al- 
though a 214% stock dividend also was disbursed. 
Selling this year as high as 58%, it was priced to 
yield a mere 1.7%. 

International Business Machines provides another 
case in point. That company, over the years, has 
maintained a policy of paying only cash dividends, 
so as to finance its huge expansion program largely 
from retained earnings. Meanwhile, occasional stock 
dividends were paid. In the view of I.B.M. manage- 
ment, this policy has been highly rewarding to long- 
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time holders of its shares. There is no doubt that 
considerable “‘paper’’ profits have accrued to such 
share-owners, but at current levels it scarcely 
dangles similar opportunities to the prospective pur- 
chaser. During the current year alone, it has soared 
to a high of 450, a gain of more than 100 points 
from the 1955 low. And the 1955 high is more than 
twice the selling price reached at the low of 1953. 
Then it sold at 21 times earnings, but has since gone 
on to sell at 39 times net. At its peak this year, the 
yield was less than 1%. 


List Thinned Out 


While the nature of the business augurs well for 
the companies cited, along with such giants as E. I. 
du Pont de Nemours & Co., Scott Paper and Inter- 
national Salt, the investor must ask himself whether 
such situations are not already liberally appraised 
in the marketplace, based on current condition and 
the future course, A buoyant stock market, obvious- 
ly, has thinned out the number of issues that have 
some way to go before they might be said to have 
reflected their potentials. They no longer are there 
by the score. The chore now is to honeycomb the 
list , which produces scattered 


for a stock to edvance when it is in full swing of a 
discounting process of highly favorable conditions, 
present and to come. 

Despite these natural handicaps to a mathemati- 
cally correct appraisal of market potentials, experi- 
ence has shown that several standards of market 
valuation have proven their worth, even though 
they cannot possibly lead to a perfect result. The 
first of these standards is the market record of the 
stock as shown in the price x earnings ratio, at dif- 
ferent stages of its progress. The second is the 
change in yield produced by these market variations. 

For example, in the table which is given here- 
with, in the first group of stocks (A), which includes 
a number that have had an extraordinarily large 
advance since the bottom of the bull market in 
Spring of 1953, it will be seen not only that the cur- 
rent price x earnings ratio is exceptionally high by 
any standard of valuation but that these ratios were 
already high when the rise in these stocks started 
two years ago. This means that in the past two years 
a very large price increase in these stocks has been 
added to that which occurred in the several years be- 
fore the general market started its climb in 1953. 
Obviously, in such instances, it is not difficult to see, 
from their market (Please turn to page 672) 
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industries. 25 GROWTH STOCKS 
From such a spot check : c : | 
there emerges a defense pro- Stocks That Have Liberally Discounted Prospects 
ducer, a utility, a merchandis- Price X Earns Price X Earns % Yield *%, Yield | 
er, textile, tobacco, steel, a ce- Low Recent Ratio At Ratio at At Low At Recent 
ment manufacturer and a lead 1953 High Low of 1953 Recent High of 1953 High ff 
company. It is rare to find two Aluminum Co. of Amer. ............. 21% 7434 9 22 3.7 1.3 
in a single field. The studs Dow Chemical .......c.csssssccsseesenn 33% 58% 21 36 3.0* 17 
even turns up two companies 
(St. Joseph Lead and Ameri- ee I I pbncecet a caxsssisnaians 91 222 18 28 4.2 3.4 
can Viscose) that have sold Intl. Bus. Machines .........0..c000.0.. 224 450 21 39 1.8 8/9 of 1 
this year at a lower price- Radio Corp. of Am. oo... 21 55% 9 17 4.8 2.4 
earnings ratio than in 1953. Reynolds Metals ..............cc:000c00000 4234 232 4 16 23° 2/3 of 1 
Generally, however, these com- dai: tees nee sides a - an te 
panies also have discounted, to - aseemmenieaeiomaenahgeine ; ; 
some extent, current and an- Stocks With Potentials Not Fully Reflected 
ticipated developments. In- American Smelt. & Ref. ............. 25% 5434 9 10 9.6 42 
deed, in every instance the div- ; 
idend yield at 1955 prices is American Tel. & Tel. ............ 152% 18738 15 18 5.9 4.8 
smaller, representing at the American Tobacco 59% 74\4 10 WW 6.8 5.9 
extreme a two-thirds shrink- American Viscose oe... 35% 66 13 12 5.7 3.3 
age. Alpha Portland Cem. o..cccccccc.. 1338** 40 8 15 7.5 2.5 
. A PERRET eee 15%2** 467 5 16 9.8 3.8 
Standards of Valuation one : 
Federated Dept. Stores ........... 3514 6834 10 13 7.1 4.4 
Admittedly, the distinction General Dynamics ..................... 15¥2** 80 7 17 7.3 2.8 
between growth stocks which General Telephone ...........cc00.00.- 15** 4536 9 22 6.3 2.8 
rad to have more or less RN UNNI ossderiscisuceiccecuebscanes 2234 6512 5 1 8.8 3.0 
may exhausted their pros- ae 2434 55¥ 5 16 7.1 3.6 
pects marketwise and those ; é : . 
which apparently still possess Johns-Manville Fe PR 5734 97 9 7 7.3 4, 
adequate market potentials is IEE SPINE aissccncsceenssscaancaianss 2814** 4352 12 15 5.3 3.6 
hot one that can be arrived National Lead o.o.........ccceccsceeeen 295% 84 12 21 5.9 3.5 
at with anything like pre- Olin Mathiesen 0.0.0.0... 3412 6476 12 20 5.8 3.1 
cis . 
ee ra Phillips Petroleum ......c:sccsssesee- 48% 79 9 14 53 3.8 
c 
exact point at which a stock BR I BIN sacccstssncsssesigsacscsccses 3058 55 13 11 9.0 5.5 
can be said to have reached mr NIN orci cwciccssececssecss 35% 6518 6 10 8.4 4.6 
a full market valuation of its Stee eck Ghidind. 
prospects. Nor, is it possible santa . 
to say with real accuracy just Adjusted for split. 
how much room is still left —— al 
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EXPECTED REACTION to government order came 
within hours after it was announced that home 
credit requirements were to be tightened: maximum 
mortgage terms reduced from 30 to 35 years, and 
upping the down payments by 2 per cent. Building 
and sales trade associations still are protesting 
FHA and Veterans Administration regulation 





WASHINGTON SEES: 


Congress has ended another session without 
coming to grips with the bas’c problem of foreign 
aid. It has done nothing more than pursue the 
policy of many years standing without so much as 
hinting that the breaking point, or day of reckon- 
ing, is at hand. 

For at least half a dozen years, this one in- 
cluded, the lawmakers have been forceful in their 
declarations of intent to re-examine foreign aid. 
There has been unanimity that the Marshall Plan 
has outlived its intended life; that there has been 
too much temporizing, too little insistence that 
beneficiary natons learn to stand alone. All 
agreed last January that certain parts of the Plan 
must be hacked off, others reduced. 

But here is the record of performance for this 
year: The White House had asked Congress to 
appropriate $3.266 billion for fiscal 1956. The 
Senate worked this figure down only slightly, ap- 
proving an appropriction of $3.205 billion, but 
the House put on a better show and voted $2.6 
billion. In comprom’se, the figure of $2.7 billion 
was fixed. 

Even that report cannot be accepted at face 
value. The Senate-House conferees, before making 
the cut, learned that $300 million of unexpended 
tunds could be screped up at the Pentagon. So 
the new military grant was reduced by $420 mil- 
lions, a cut largely offset by the “found” $300 
ryv‘lEons. And n-w the total fund is back above 
the $3 billion mark! 








_ TIGHTENING HOME CREDITS 


By “VERITAS” 


change, contending home ownership has been placed 
beyond the reach of ready buyers under old terms. 
Concern in the related fields of credit abated on as- 
surance that home-owning, alone, is the target; that 
there is not afoot a general anti-inflationary cam- 
paign. , 


IMPLICATION OF a Congressional enactment grant- 
ing AEC Commissioners the right to know what 
goes on in their own agency, has not been lost on 
that part of the public which suspects government 
men carrying elaborate titles actually have little to 
say about what transpires. It came as a surprise to 
some to know that Atomic Energy Commissioners 
are kept in the dark, but exploration of the events 
leading up to cancellation of the Dixon-Yates con- 
tract showed that to be a fact. A committee of Con- 
gress already is investigating why Congressmen can- 
not get “unclassified” information and why the press 
is blacked out. 


COOL BREEZE is blowing from the ill wind that de- 
prived Washington of bus and street car service, be- 
ginning July 1. Washington area residents are 
spending millions of dollars to escape the heat — 
terrific, even by standards that prevail in the Capi- 
tal: Electric Institute reports sales in the first six 
months of this year include 13,380 home air condi- 
tioners as against 9,808 in the same period of last 
year. About 6,000 units were sold since the strike 
began. At an average cost of $200 this has meant 
$3.8 million to the industry, not counting boom 
profits on electric fans. 


MODEL EMPLOYER role has been taken quite seriously 
by Uncle Sam this year. Every civilian and military 
employee of the Federal Government except the 
President and Cabinet members have shared in 4 
rash of pay boosts. The Congressmen increased 
their own take, then branched out to be generous to 
the judiciary and other branches. And in the closing 
day of the session, congressmen who pledged to cut 
Federal payrolls made 50,000 “temporary” appoint- 
ments permanent. 
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President Eisenhower has reason to be grateful 





for the fact that the democratic party lives up to 
its billing as the party of spending. He did better 





moneywise with the Congress that adjourned this month, 
A e after one year of demmie control, than he did with a 

















session of his own political persuasion -=- from the 
Standpoint of obtaining the money he considered neces- 


sary to run the government. In neither instance did he 








CG. To get all he asked for; if he had it would have made 
history, shocked his Budget Director, and startled the 
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agencies which, as a matter of respected custom, in- 
variably ask for more than they need, much more than 
Press they expect to get. 
In the view of the lawmakers as reflected in 
their action on appropriations bills, it will take 
$52.2 billion to keep the ship of state on financial 
keel in the current fiscal year. This amount cleared 
the scrutiny of the Administration's loyal opposition, 
but only after $1.8 billion had been scraped from White House recommendations. 

Last year, under republican control, Congress decreed Ike could operate with $2.6 
billion less than he said was needed. But, viewed from another angle, this year's 
money bills total $4.6 billion more than the republicans allowed last year, but 

$2.3 billion less than the republican congress voted two years ago. 

















The federal budget is an instrument that few pretend to understand in its 
entirety. When the President, any President, presents it to the press each year, 
the explanations are made by a corps of Treasury experts. The same thing is true 
when congressional committees go over its: each of more than a dozen sub-committees 
take charge of a segment of the whole and pay only passing attention to the other 
phases, when they come onto the floor for vote. One of the categories of spending 
which doesn't even appear in the budget _just voted embraces about $10 billion to be 
disbursed in the fiscal year which began July 1: interest on national debt, money 
carried over from previous years, committed by past congresses. 











The session developed no major surprises. As had been forecast would 
happen, Congress went along with President Eisenhower on foreign policies, wrote 
its own ticket on domestic affairs. The changeover of Capitol Hill control had 
nothing to do with that. The democrats have been in the inconsistent position of 
accusing Ike of having no foreign policy, and concurrently claiming the foreign 
policy of this nation as their own, a heritage from Roosevelt and Truman. 
Approached from either direction, the result had to be agreement on that point. If 
anything, Ike had more dissenters in his own party than he had among the democrats 
on such fundamental propositions as defense of Formosa, foreign aid, and renewal 
for three years of the Reciprocal Trade Agreements Act. 











In those matters in which the Senate acted alone, the one-vote democratic 
majority wasn't used to embarrass the Administration. The upper house promptly 
ratified all important treaties submitted to it, including defense pacts with 
Southeast Asia and the Republic of China, and the agreements on independence for 
Austria and terminating the occupation of Germany. Where the President failed to 
obtain what he asked relating to domestic affairs, he usually obtained the substance 
but not the form. In some instances there was just enough amendment or revision 
to affix the tag of democratic sponsorship. 








The President's opposition party kept the 1956 election clearly in sight. 
Starts were made on politically-potent promotions -- slow beginnings that will be 
speeded next January. Some will be enacted into law one year from now while others 
will be the basis of electioneering and pointing with pride, linked to promises of 
achievement "if we are elected." Starts were made, for example, on the 90 per cent 
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of parity farm bill, and for broadened Social Security benefits. The school con- 
struction aid bill, the highway building program -- these and others went over 
until next year. 


The Administration must give a major share of credit for its successes to 
Capitol Hill democrats. Senator Harry F. Byrd, Virginia democrat, decided the fate 
of the excise tax extension and the 52 per cent tax on corporations, without the cut 
in individual income taxes. The influence of the Virginian in matters of taxes 
and spending is great, and none realizes this more than General Eisenhower. And it 
was _ Byrd more than any other Member of Congress, who got for Ike the three-year 
trade treaty extension. Party men took his word that the protections for hard-hit 
domestic industries were in harmony with the basic objectives of the Act. 














In the field of foreign affairs, the President received his most potent 
aid from a democrat, Senator Walter George of Georgia. He was harassed chiefly by 
a republican, Senator Joseph McCarthy of Wisconsin, and suffered his most unfriendly 
questionings from another republican, Senator William Knowland of California. 


Ike had less luck than FDR did _ in crossing political lines to bring 
strength to his Cabinet. Mr. Roosevelt was fortunate in having the wartime services 
of two republican Cabineteers handling military affairs: Henry L. Stimson in the 
War Department, and Frank Knox in the Navy Department. General Eisenhower also 
picked two from the opposite party: Martin Durkin for Secretary of Labor, Oveta 
Culp Hobby for Health, Education and Welfare. Durkin lasted one month, resigned 
when he found he couldn't write the labor policy of the White House and Congress. 








Mrs. Hobby, for a combination of reasons, was less than _a_success. No 
progress was made on the Administration's omnibus health insurance plan. The Salk 
vaccine fiasco wrote finis to her Secretaryship. And there appeared to be no moist 
eyes on Capitol Hill when she left: Congressmen had tired of cooling their heels in 
her outer office, pleading for answers to constituents' letters. And there was this 
difference between Durkin and Hobby: Durkin had not "deserted" his party. 








President Eisenhower is credited with good political judgment in his 
decision to wait until the next session of Congress for action on the General Agree- 
ment on Tariffs and Trade (GATT). Practical considerations sustain the president's 
position even though this country's role as the leading nation in international 
commerce was weakened aS a result. The White House has lost none of its enthusiasm 
for the method by which more than a score of signatory countries would set up a 
clearing house for trade data, creating a means by which a single nation or group 
might be able to learn the probable effects upon world trade of any adjustment in 
tariffs, quotas or other impediments. 











World trade is a politically delicate subject. Every congressman realizes 
its importance but in a nation as large as this one is, it is difficult to find 
agreement on points for tariff barrier lowering. The President had an object lesson 
in the Reciprocal Trade Agreements extendere It took two sessions to act on that 
legislation, and it was passed with a string attached to it: peril point (no tariff 
may be reduced if to do so might endanger any segment of the American econony. ) 


As usual, Congress pulled out all stops in a mopup frenzy in the closing 
days of the session. Unlike GATT, there were legislative propositions that could 
not wait -= at least the Congressmen so thought. Each year, more bills are passed 
in the final two weeks than get by in an average two-months period. Obviously this 
does not make for uniformly good legislating. Rules are suspended, time for 
debate is limited to the point that proper examination is not possible. But the 
lawmakers left the Capital with some hot controversial subjects hanging fire, as- 
suring a businesslike start in January. Both approaches to highway financing and 
a combination of the two, were defeated: the Administration's bond sale idea, 
the democratic pay-as-you-go proposal, and a blending of both, were rejected. 
There was no school aid bill, and Congress went only part way on housing. 
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Part Il 


I, the first instalment of this report on 
second quarter corporate earnings, we enumerated 
the significant aspects of the earnings record for the 
period. Most of the factors governing earnings, as 
stated, have been of a highly favorable nature. With 
the increase in sales which was fairly uniform for 
most, though not all, branches of industry and the 
parallel rise in production, profit margins increased 
substantially, leading to an excellent record of per 
share earnings. About 80% of all reporting corpora- 
tions showed an increase in earnings during the sec- 
ond quarter as compared with the first quarter and 
about the same percentage reported an increase in 
the first half as over against the corresponding period 
of 1954. 

In several respects, as affecting specific industries 
and companies, the picture was not quite so bright. 
This was due, generally, to two factors which com- 
menced to have an effect during the June quarter. 
The first of these was the squeeze imposed on some 
smaller producers by higher costs of wages and ma- 
terials. While these were in a minority, economic 
developments in June, particularly higher wages and 
prices in important basic industries, such as steel 
and automobiles, would indicate that the squeeze on 
these smaller concerns will become more noticeable 
in the third and fourth quarters when the effects of 
higher wages and higher prices will make themselves 
felt to an increasing degree. Where concerns are un- 
able to pass higher costs—wages and materials—on 
to their customers, profit margins can be sustained 
only if sales hold up to an extraordinarily high level. 
The slightest faltering in sales, however, would have 
an immediate effect on profits on account of mount- 
ing costs. 

Another group of companies whose earnings record 
for the second quarter, and, to a large extent, for the 
first half as well, have not held up are those par- 
ticularly dependent on a large volume of defense 
orders. Setbacks in various phases of new defense 
business which has resulted from shifts in govern- 
ment policy have reduced new orders rather substan- 
tially for various items of military equipment. Con- 
sequently, companies in the aircraft manufacturing 
and machine-tool industries, whose volume of busi- 
hess has been strongly influenced by the amount of 
orders received from the Defense Department, have 
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— Looking to 3rd and 4th Quarters — 


By E. D. KING 
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shown some decline in earnings. While the machine 
tool industry now seems to be facing a more favorable 
outlook due to increasing orders from civilian 
sources, the aircraft industry, dependent to a large 
extent on military orders, faces new problems as a 
result of a tendency toward federal economies affect- 
ing military expenditures. This does not mean that 
the industry does not continue highly prosperous 
but that it may not be quite as prosperous as it has 
been over the longer term. To a considerable extent, 
however, the position and outlook for the industry 
will be affected by international developments. The 
situation is stressed here because it not only affects 
aircraft manufacturing but all the other industries 
accessory to aircraft manufacturing to an important 
degree. 

For industry, as a whole, sales increased about 
12-13% in the first half of the year and operating 
costs increased close to 10%, on average. While pre- 
tax earnings were up about 30°, the impact of fed- 
eral and State income taxes brought the increase in 
net profits down to 15% above the corresponding 
period of 1954. 

This, apnroximately, is the earnings situation as 
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we get well into the third quarter of the year. On an 
over-all basis, it would seem that the distributive 
trades will probably be able to maintain their gains 
in the September and December quarters. Manufac- 
turing companies probably will show a modest decline 
in average earnings in the third quarter but resume 
their forward motion in the final period in view of the 
fact that there is still a good deal of momentum left 
to the up trend. 


With consumer credit conditions obviously show. 
ing strain, however, and money getting a bit more 
expensive, there is a growing possibility that the 
business momentum will slow down somewhat after 
the turn of the year. The first quarter of next year 
may see the beginning of at least a mild adjustment 
to lower levels after the terrific gains in industry and 
business, generally, over the past 15 months. 

(Please turn to page 668) 
















































Quarterly Sales, Profit Margins and Earnings of Selected Companies 
Second Quarter 1955 First Quarter 1955 Second Quarter 1954——_——._ | 
Net Net Net Net Net Net Net Net Net 
Soles Profit Per Sales Profit Per Sales Profit Per 
(Millions) Margin Share (Millions) Margin Share (Millions) Margin Share 
I asd saa vecicnsthshaivehadekebdese $ 28.4 6.5% $ .93 $ 249 6.2% $ .78 S$ hz 5.2% $ .52 I 
MMIIND isis sencdicavchcglecascctiennesseraxe 37.2 7.8 92 33.9 6.5 .68 30.5 5.3 49 
Aluminum Co. of Amer. ...............0.065 213.9 8.8 90 197.7 8.6 81 178.5 6.0 5 
American Brake Shoe ........................05 36.2 4.8 1.40 30.5 4.1 .98 25.6 3.0 52 
a caseaseshiaahoean 171.1 5.3 78 136.7 3.9 42 159.2 49 .66 
PII TODD: oceiscccescascssiasccsencesisceccs 285.0 4.8 2.02 248.7 3.7 1.31 270.9 4.0 1.56 
I skiscccncasieasnccacnrapesonsasncsbienins 174.7 8.7 1.45 154.7 8.2 1.20 135.7 7.2 95 
I crac caas noses Susnapeusaaxe 15.2 5.9 1.23 14.7 5.0 1.14 14.3 4.0 .93 
BE III sci cchsccinasndesccsousccencsannncs 57.1 6.2 2.19 59.3 6.1 2.23 62.1 6.0 2.39 
Bethlehem Steel .... 550.9 8.5 4.74 451.0 7.8 3.51 439.6 7.0 3.04 
NIN sa sc vau svacekveaanavacissasaussedacosanencsioks 203.7 3.1 1.37 187.8 1.9 77 ae oa 
I os ies 6 sasicuatad ixaneeapwansoens 128.9 6.7 1.17 138.6 6.6 1.23 96.9 5.1 .67 
RIN oe ria carh cencaddauksnssivesabcldisesausonunes 84.4 5.6 1.31 86.5 5.3 1.26 58.8 3.2 .50 
Certain-teed Products .................cc00cc08 34.9 6.4 1.04 29.8 5.3 75 17.2 73 J2 
I a oo ssi cdnkcnsansanecici 19.3 7.7 79 16.9 6.9 .62 15.2 4.6 .36 
Coats, Paaadiy @ Go. .......<ci.c.ccccccs..0:. 16.7 2.4 33 17.2 4.6 85 16.6 1.9 .23 
Colgate-Palmolive 75.4 4.5 1.34 62.4 iz .40 64.1 3.2 82 
I i.e ccacecsssccsnivessnsnncssbstonces 126.6 7.9 1.03 129.9 9.3 1.25 124.6 8.2 1.05 
IOI vasiccisinckssndicencduckasnssncesanaae 35.0 12.6 .66 37.3 13.9 77 31.4 11.8 55 
Corn Products Refining .....................00 67.9 5.3 39 52.4 7.0 40 45.8 8.1 42 | 
MINNIE ERIE oa cise cnesecenciasecsasnscasanscnsse 166.61 13.01 1.181 149.11 9.91 841 146.21 10.81 911 | 
RN ARIUS ss acscnssisencsansonseinennsasvass 75.8 3.9 1.87 80.5 4.0 2.05 47.2 7 .24 
IN css co cackaibeststarssancnenics 3,411.9 10.3 3.79 3,100.7 9.9 3.33 2,655. 8.8 2.67 
General Precision Equip. ....................+ 35.9 3.3 1.10 34.2 2.8 -90 30.8 4.8 1.86 
Jones & Laughlin Steel 0.0... eee 179.3 72 2.01 151.9 6.3 1.50 133.4 4.7 96 | 
Lone Star Cement | 
GE cs caccacsscsssccsonactisscenconie 60.3 2.2 41 57.2 2.2 39 60.9 2.8 56 
a onssh cs cyssstusvastasnsducascnobaceoan 38.3 8.8 .30 38.8 10.0 35 36.5 7.7 .24 
a cos cgiegh css csacepseasaainsance 96.6 4.9 .67 94.2 4.2 56 93.4 4.9 65 
National Cash Register ....................000.. 73.2 4.6 52 64.5 4.4 44 63.1 5.0 49 
I i os aos cect cick asksiniancaaniawices 137.3 9.7 1.14 119.4 8.4 84 108.5 8.7 79 
RMIT INN ccc ccsenciancncassssassesscusasasenssch 157.5 75 1.61 150.8 7.4 1.62 121.4 5.4 .90 
RE 5.9 6.2 74 5.4 6.1 .67 53 6.1 .68 
Owens-Corning Fibreglas ...................... 41.1 6.5 .85 33.9 5.5 .60 33.1 5.8 62 
Pfizer (Chas.) & Co. . 38.2 11.1 83 41.1 9.4 75 35.2 11.0 .76 
NE MNRIDIIN a sscs sc cassaccasessexcavaarerecaia 217.7 9.4 1.35 212.2 10.4 1.50 193.4 9.6 1.28 
Pittsburgh Plate Glass .................::0c000 148.8 1.1 1.78 139.7 11.4 1.73 104.1 9.3 1.06 
INI css se acavadiasstossancysnncdnesesvnaabsnnccaia 81.3 3.2 1.19 68.7 1.8 58 102.4 3.6 1.70 
Radio Corp. of America ..............cc00008 232.2 4.0 62 256.3 49 .84 217.7 4.2 .60 
NID <sccvasiCnantemeanaseacioniasvsheetshemmusepabes 36.2 12.0 77 34.0 10.8 65 21.1 14.9 57 
MNO insists caceocs igassadaaadinninissncendinczendtca 359.4 7.2 94 354.0 8.0 1.04 325.3 9.2 1.10 
Skelly Oil ...... dapalalhachiswubiueibkswaseasvanke 54.2 13.1 1.24 55.9 13.7 1.34 52.3 13.4 1.22 
Standard Oil of California .................... 314.2 17.8 1.87 289.1 18.3 1.76 280.0 18.4 1.80 
NII NIN occ scciscssesssecissiacersterscs 15.1 6.6 1.00 13.5 5.5 74 14.2 7.3 1.10 | 
Sylvania Electric Products ...........c..0000 64.7 4.4 87 73.9 4.3 1.03 60.0 2.3 41 | 
Pe IE ice dectksincsccanciaisssroness 24.0 33.9 81 24.1 36.4 .88 22.3 37.8 84 | 
ENE a visti aescpcancixin cnkdpiciasionns 1,094.8 9.6 1.85 873.3 8.3 1.25 840.0 5.8 82 | 
Vanadium Corp. of Amer. ..............0..... 14.2 8.5 1.05 12.2 8.6 .93 8.6 6.7 52 | 
Westinghouse Electric ...............cccceeeee 388.2 4.2 -98 367.7 3.4 75 405.1 4.7 1.15 | 
RIN MII cues cscessacatcecnsinevsatissednosacss 65.1 5.7 1.91 53.8 5.3 1.41 52.9 6.1 1.97 | 
Zenith Radio 31.0 3.4 2.13 40.3 5.1 4.21 27.3° 1.6 94 | 
1—12 weeks. b 
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of Values; Earnings and Dividend Forecasts 
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Prospects and Ratings for: Building — Machinery & Machine Tools — Unclassified Stocks 
Part 4 


» brilliant record made by business in the 
first half of the year seems likely to be duplicated in 
the second half but, in consideration of the extraor- 
dinary high plateau of business activity already 
reached by July, it would be close to a miracle if the 
same rate of gain could be achieved during the bal- 
ance of the year. The favorable business background 
and outlook naturally has important implications 
with respect to future earnings and dividends. It 
should not be assumed however, that all industries 
are in an equally prosperous condition, despite the 
general speeding up of the economic pace. Some, such 
as coal, textiles, furniture and farm equipment which 
had experienced varying degrees of recession up to 
recently, are now showing signs of recovery but are 
still rather distant from substantially profitable op- 
erations. On the other hand, the major basic indus- 
tries, such as steel, automobiles, public utility and 
such miscellaneous industries as rubber & tire, air- 
lines, drugs and electronics are extremely active and 
give every indication of maintaining a high rate of 
profits until the end of the year. 

Although the present large volume of business and 
satisfactory outlook has logically laid the foundation 
for expectation of an increase in the total amount of 
dividends to be paid this year, 
with numerous increases antici- 
pated, the investor should be 





the general dividend trend is up. He would do well 
to limit himself to an exploration of dividend possi- 
bilities among those companies with a steadily 
widening margin of earnings over dividends and 
which have not yet taken action to raise their divi- 
dends. It is also wise to recognize that a minority 
are still in uncertain dividend position which can 
lead to unfavorable action. 

Subscribers and readers will be particularly inter- 
ested in the ratings appended to each stock in the 
tables and individual comments. Ratings have been 
arranged to give the greatest practical service with 
respect to defining investment position and prospects 
for appreciation and income of the individual stock. 

A) A High-grade investment quality. This in- 
cludes stocks only of leadership quality, which meet 
in the highest degree the requirements of superior 
management, established position in the industry, 
substantial financial resources, proven record of 
earnings and dividends, and assured outlook for the 
long-range future. 

B) Good-grade. This is limited to stocks which 
do not belong in the above category on all counts, but 
nevertheless represent soundly managed progressive 
companies, though of somewhat lesser investment 
grade. 

C) Speculative but improv- 
ing. Stocks mainly in cyclical 





















EET 





aware that during the first half 
a number of companies had al- 
ready raised their dividends and 
that no further similar action is 
likely on their part during the 
next few months. On the other 
hand, there is an even larger 
number of companies in a highly 
prosperous condition which have 
thus far not increased their divi- 
dend rates though this clearly 
would be justified on the score of 
rising earnings. 

_The investor, in estimating 
dividend prospects, would do 
Well not to raise his expectations 
indiscriminately, merely because 
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Industries Featured in 
Mid-Year Forecast 


— in six consecutive issues of 
The Magazine: 


Railroads — Merchandising — Tex- 
tiles — Food & Dairy — Sugar — 
Beverages — Tobacco — Rail, Elect., 
Farm, Office Equipments —Building 
—Machinery — Specialties — Steel 
—Auto & Tires — Accessories — Air- 
craft — Airlines — Bus & Truck — 
Shipping — Metals — Petroleum — 
Chemicals & Drugs — Paper. 

















industries, or which represent 
“marginal” companies. 

D) Unattractive. Companies 
with a poor or irregular record. 

To further assist our subscrib- 
ers, we have added the symbols 
._* om’. 

1 These stocks appear to have bet- 


ter-than-average appreciation poten- 
tials, though this necessarily varies. 


2 These selective issues are limited 
mainly to stocks in “A” and are suited 
mainly for investors whose portfolio 
demands the best-grade growth stocks. 


*This applies only to a limited 
number of stocks and which seem to 
possess the most attractive market po- 
tential of its group at this time. 
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SL ike no other industry, the vigor of the con- 
struction business since the end of World War II 
has stumped expert analysts, economists and bank- 
ers. Year after year, many of these people waggled 
the cold finger of caution at builders, prospective 
home-buyers, manufacturers planning new factories 
and, above all, the Government, which was under- 
writing the bulk of the boom. In the closing days of 
July, their shrill warnings bore results, however 
meager, with the Government clamping down mildly. 
The impact could be substantial, but hardly imme- 
diate. 

In places that turn out such items as insulative 
- materials, cement, plumbing fixtures, floor-covering, 
roofing and shingles, paint, glass and hundreds of 
other items, the tune of the cash register was so 
loud they never heard the words of warning. Indeed, 
a spot check of large, medium and small-size firms 
that produce the materials and the capital equipment 
for this giant industry fails to turn up a single com- 
pany that is not increasing its sales from last year. 
Moreover, all but a few have bettered the profit 
margin set in 1954 and net profits, aside from a few 
cases of bitter competition resulting in severe price- 
cutting, are way ahead of banner 1954. There has 
been a rash of stock splits, cash extras, boosts in the 
regular rate, resumptions and prospects are bright 
for more of the same. 

While the over-all picture reflects unprecedented 
prosperity, a measure of keen competition has crept 
in, especially among the makers of materials that go 
into home-building and repair. In addition, rising 
wage costs have posed a problem, being met in many 
places by heightened efficiency and resort to new or 
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HOW LONG 
WILL BUILDING 
BOOM LAST? 


By GEORGE L. MERTON 


improved machinery. These companies, which turn 
out such varied products as asphalt roofing, valves 
and fittings, are the most deeply concerned about the 
long-term outlook for home-building, a phase of the 
industry that could be slowed if Federal authorities 
and private lenders tightened their purse-strings. 

Segments of the industry affected by the Govern- 
ment action this summer are homes on which the 
mortgage is insured by the Federal Housing Ad- 
ministration or guaranteed by the Veterans Admini- 
stration. On down-payments, the F. H. A. hitherto 
required at least 5% cash of the first $9,000 of ap- 
praised value of the insured house, plus 25% of the 
amount above $9,000. It now requires a cash pay- 
ment of 7% of the first $9,000, plus 27% of the 
value over $9,000. The V. A., which formerly allowed 
war veterans to buy homes without any cash, now 
insists on a modest 2% down-payment. In addition, 
the F. H. A. and the V. A. have shortened the term 
of a mortgage to 25 years from 30 years. 

Since the changes in Government regulations do 
not affect several hundred thousand applications 
for Government housing insurance already filed but 
not yet approved, the impact should not be felt until 
the 1956 building season begins. Let us proceed, 
then, to examine the strides made by the industry 
thus far this year and weigh the probable results for 
all of 1955. 


High Volume Ahead 


While there may very well be some tapering off 
in the months ahead for a few segments of the con- 
struction industry and a decline in housing in 4 
number of geographical areas, the over-all robust 
growth situation should not be impaired. With 4 
peak 64 million people at work earning record 
high wages and striving for ever-higher living stan¢- 
ards, the immediate outlook is for continuance of 
high-volume home-buying. This, of course, is the 
largest single segment of the industry. A large-size 
contribution to a continued boom in the industry will 
be made by record capital expenditures from Amer 
can business expanding plant to cope with the strong 
demand for the wide range of goods that our people 
want in ever-increasing numbers. 

The fallacy, until now at least, in citing the 1929 
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real estate “bust”? as a modern parallel stemmed 
from the failure to take fully into account the Wel- 
fare-State nature of much of the residential building 
that is done today. F. H. A. and V. A. accounted for 
about 50% of the housing starts in the first half of 
this year, against 43% in 1954 and 35% two years 
earlier. In contrast to their terms, people of another 
generation paid down from 30% to 40% of the total 
price and borrowed the balance from a bank or build- 
ing-and-loan association, which assumed completely 
the mortgage loan risk. A home-buyer in those days, 
almost invariably, was a man of considerable sub- 
stance — usually middle-aged and a businessman or, 
at least, one of the aristocrats of the working class. 
Homes today, in large measure, are purchased by 
young couples, who find it is cheaper than renting 
and affords more wholesome living. Unlike their 
parents, who bought a home in the city, they go to 
the suburbs to escape the noise, grime and crime of 
our big cities. 

Until now, a war veteran could buy without put- 
ting up a dime. Builders even offered such induce- 
ments as paying the closing costs (title searches, ap- 
praisals and legal fees) or offering a month’s supply 
of free groceries. The modern-day buyer also has 
found banks eager to grant mortgages. To obtain 
more funds for the brisk mortgage-lending business, 
many banks have stolen a jump on their competitors 
by offering higher interest rates to depositors. 

The foregoing is not intended as a defense of post- 
war home-buying and mortgage practices. It is 
merely cited to illustrate the fallacy of thinking in 
terms of 1929. We also would cite the public housing 
programs, unknown to Americans before the New 
Deal came along. There are apartments for the 
poorest element at a nominal rental, with vacancies 
bobbing up whenever the tenant boosts his earnings 
power and, in effect, dispossesses himself. There are 
also privately-built apartment houses, which rent at 
moderate prices in return for tax considerations. 


Blue Chips Get Handouts, Too 


Nor has the Welfare-State nature of recent gov- 
ernments been confined to largesse for indigent fa- 
milies. On the pretext that the fat cats of industry 
needed to expand as a measure of national defense, 
the Great White Father granted quick tax write- 
offs. Now the government, to be sure, wants to put 
the brakes on these “defense-supporting” plants, 
largely steel, railway equipment, utilities and petrol- 
eum. Secretary of Treasury Humphrey has called 
this largesse an artificial stimulus of a dangerous 
type. The point we make is that it is a stimulus — 
to the building industry. 

While this sop to giant corporations — financing 
their expansion, in large measure, and putting them 
ina better position to repay loans — has contributed 
importantly to business outlays for new plant and 
‘quipment, the bulk of business is spending funds 
to trim costs and keep up with customer demand. 
Pressure to expand and purchase new equipment is 
showing up in one place after another. Supplies of 
poasic materials, such as steel, aluminum and nickel, 
are tight despite the record expansion of recent 
years. Since the end of World War II, business has 
expended about $220 billion for new plant and equip- 
ment. In 1953, a record $28.3 billion was spent. Last 
year, a modest decline to $26.8 billion was registered. 
If 1955 does not eclipse the record set two years ago, 
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it will, at least, be close to it. 
Record Bus‘ness Outlay 


Business outlays for new plant and equipment in 
the second quarter of this year rose about 6‘< trom 
the like 1954 period and an even sharper rise is in 
prospect for the current three-month period. Indica- 
tions are that the current quarter will be at $29 bil- 
lion annual level, equaling the previous peak, reached 
in the third quarter of 1953. An increase in the 
amount of funds retained from current operations 
has facilitated the financing of outlays. Federal Re- 
serve Board officials have noticed a rise in business 
demand for long and short-term credit in recent 
months and larger corporate securities offerings de- 
signed to bring in new capital. 

There are other elements in the post-war building 
boom that make comparison with 1929 foolhardy. In 
the 1920’s highway needs did not bulk large, nor was 
this country confronted with population pressures 
that now make our schools wholly inadequate. While 
Congress has knocked down the Administration’s 
multi-billion-dollar highway program and failed to 
get going on a school-building scheme, disagreement 
has centered about “how” and not “whether.” Na- 
tion, states and cities eventually must get around to 
building more super-highways, toll turnpikes and 
parkways. Our cities, as an example, have no choice. 
Their streets were not designed for modern traffic 
and unless they go for freeways and “belt” roads, 
they will choke on their own traffic. Many urban 
enterprises already have died because of this lack, 
notably retail stores. 


Another Record Year 


As far as 1955 is concerned, the Administration 
school-construction and highway-building program 
could not have been a factor, in any case. Just the 
same, highway work is the outstanding segment in 
the public works area this year. Awards for the 
first six months totaled almost $1.1 billion, 26% 
ahead of the 1954 period and 20% ahead of the 1953 
record first half. 

Looking at the prospects for new construction 
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throughout the building industry, the government 
at midyear raised to a record $41.8 billion its esti- 
mate of the total to be spent. Outlays for the first 
half were at a record $19.1 billion. If the 1955 esti- 
mate is borne out, it would be a rise of 11% from 
record 1954 outlays of $37.6 billion. This newest 
estimate compares with a November, 1954, forecast 
of $39.5 billion. The government, in recent days, 
also figured that non-farm housing starts this year 
would total 1,335,000 — a level topped only by the 
1,396,000 starts of record 1950. Starts last year 
came to 1,220,400. These revised estimates for build- 
ing merely reflect the unprecedented volume of con- 


struction activity so far this year. Indications are 
that there will be virtually no abatement in the pres. 
ent rate during the balance of the year. 

Private expenditures should increase by a whop. 
ping 14% to $29.5 billion and public outlays by 4% 
to $12.3 billion. For privately-owned new homes, 
1955 outlays are estimated at $14.6 billion, or 21% 
above the record $12,070,000,000 of 1954. The in. 
crease, of course, reflects an over-the-year rise (on 
the order of 8% to 10%) in starts and a large carry. 
over of work on the unusually large number of dwell. 
ings begun in the latter part of 1954. More than 
that, it reflects (Please turn to page 674) 


































































































—_— 
Position of Leading Building Stocks 
Ist 6 Months Full Year _ 
Net Sales Net Profit Margin Dividend Per Share Price 
1954 1955 1954 1955 Net Per Share Earned Per Share Indicated Range Recent Div. 
——(Millions) % % 1954 1955 1953 1954 1954 1955 1954-55 Price Yield 
ALPHA PORT. CEMENT$ 12.3. $ 14.5 13.0% 16.4% $ 91 $136 $159 $260 $1.00 $ 1.25 40 -14'2 35 3.5% 
W.C. (mil.) ‘53—$7.2 
W.C. (mil.) ‘54—$9.2 
AMER. RAD. & S.S. ....... 138.1 156.6 5.2 5.4 .70 .83 1.83 2.00 1.28 1.34 2738-1358 25 53 
W.C. (mil.) ‘53—$ 94.2 ’ 
W.C. (mil.) ‘54—$100.3 
ARMSTRONG CORK.... 53.5 58.85 4.95 5.55 585 645 1.95 2.32 1.334 1.50 35%4-19 28 5.3 
W.C. (mil.) ‘53—$43.0 
W.C. (mil.) ‘54—$48.9 
WIIETEIG: sxsccccacisocosissocee 27.4 31.2 3.9 5.9 98 1.96 3.15 3.35 1.50 1.75 3834-16 31 5.6 
W.C. (mil.) ‘53—$13.0 
W.C. (mil.) ‘54—$19.0 = 
CERTAIN-TEED PROD... 30.8 64.7 6.5 5.9 1.19 1.79 2.43 2.49 1.1242 1.25 297-1238 2 44° 
W.C. (mil.) ‘53—$16.4 
W.C. (mil.) ‘54—$24.5 s 
CONGOLEUM-NAIRN .. 27.2 30.0 1.6 4.4 -36 1.08 1.96 1.33 1.25 1.10 2512-1712 24 45 
W.C. (mil.) ‘53—$29.0 
W.C. (mil.) ‘54—$28.3 _ 
EE GOS ccccssenscssscasse 151.5 138.0 1.9 2.4 1.00 1.44 3.47 2.25 2.00 2.00 4834-2812 40 5.0 
W.C. (mil.) ‘53—$118.7 
W.C. (mil.) ‘54—$112.5 ; 
PERITUUOIE EE encsccesesccenscse 48.2 52.9 4.5 4.5 1.58 1.71 3.73 3.72 3.00 3.00 4612-2512 40 7.5 
W.C. (mil.) ‘53—$24.8 
W.C. (mil.) ‘54—$26.4 : —_ 
GEN. PORTLAND CEMT. 15.9 18.4 19.6 20.7 1.50 1.84 2.51 3.29 1.65 190 57%2-24% 50 38 
W.C. (mil.) ‘53—$7.7 
W.C. (mil.) ‘54—$9.1 
| HOLLAND FURNACE... (n.a.) (n.c.) (n.a.) — (n.a.) 05 08 1.05 1.04 1.00 1.00. 18%-10% 14 7.1 
W.C. (mil.) ‘53—$12.8 
W.C. (mil.) ‘54—$12.9 ene aa 
JOHNS-MANVILLE ...... 116.7 131.7 6.8 7.0 2.53 2.90 6.20 5.24 4.25 4.25 97 -6154 82 5.1 
W.C. (mil.) ‘53—$26.1 
W.C. (mil.) ‘54—$29.3 7 
LEHIGH PORT. CEMENT 24.7 31.9 10.8 14.5 1.40 2.44 3.32 4.19 1.20 1.60 7412-272 64 2.5 
W.C. (mil.) ‘53—$12.5 | 
W.C. (mil.) ‘54—$14.6 _ — 
LONE STAR CEMENT .. 39.6 43.5 14.4 15.1 2.01 2.28 3.27 4.37 2.20 2.20 67328-2852 56 3.9 | 
W.C. (mil.) ‘53—$10.9 
W.C. (mil.) ‘54—$17.1 a 
MASONITE oo... 32.11 3831 5.8 9.3 1.391 2661 2.721 2671 + 12.00 1.503 33%-16%4 32 4.6 
W.C. (mil.) ‘53—$15.0 
W.C. (mil.) ‘54—$16.2 a 
NATIONAL GYPSUM .. 60.0 71.7 9.8 10.8 2.09 2.32 2.71 4.56 1.603 2.002 5534-20% 51 3.9 
W.C. (mil.) ‘53—$42.6 
W.C. (mil.) ‘54—$44.7 “4 
OTIS ELEVATOR ........... 57.4 61.1 8.3 ye 2.16 2.29 4.38 4.72 3.1242 3.12% 7112-4452 68 4.5 
W.C. (mil.) ‘53—$47.7 
W.C. (mil.) ‘54—$48.8 
PABCO PRODUCTS ...... 23.14 2254 594 5.94 854 824 90S—=«*2*STS 25 25  30%-14% 29 8 
W.C. (mil.) ‘53—$13.2 
W.C. (mil.) ‘54—$12.6 Z 
PENN-DIXIE CEMENT... 13.7 18.3 14.5 15.3 92 1.11 .90 1.15 91 1.00 38 -12'2 31 3.2 
W.C. (mil.) ‘53—$ 7.9 
W.C. (mil.) ‘54—$10.3 Z 
W.C.—Working capital. 1—9 mos. ended May 31. 4—9 mos. ended March 31. 
d—Deficit 2—Year ended April 30. 5—Quarter ended March 31. | 
(n.a.)—Not available 3—Plus stock. | 
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Position of Leading Building Stocks (Continued) 









































(n.a.)—Not available 3—Plus stock. 


Ist 6 Months Full Year 
Net Sales Net Profit Margin Dividend Per Share Price 
1954 1955-1954 1955 Net Per Share Earned Per Share Indicated Range Recent Div. 
{Millions) % yA 1954 1955 1953 1954 1954 1955 1954-1955 Price = Yield 
PITTSBURGH PLATE GL. $202.2 $288.5 8.3% 11.2% $185 $350 $407 $4.18 $2.25 $ 2.55 8372-52 83 3.0% 
W.C. (mil.) ‘53—$112.9 
W.C. (mil.) ‘54—$129.7 
PRATT & LAMBERT ...... (n.a.) (n.a.) (n.a.) (n.a.) (n.a.) (n.a.) 4.34 5.21 3.25 3.25 6012-4034 57 5.4 
W.C. (mil.) ‘53—$5.8 
W.C. (mil.) ‘54—$6.2 
RUBEROID CO. ............ 35.3 40.4 5.5 4.9 1.39 1.35 3.34 3.13 1.003 1.60 4834-2712 38 4.1 
W.C. (mil.) ‘53—$20.7 
W.C. (mil.) ‘54—$21.0 
SHERWIN-WMS. CO. .. (n.a.) (n.a.) (n.a.) (n.a.) (n.a.) (n.a.) 7.29 7.83 4.122 4.50 117%2-74 110 = 4.0 
W.C. (mil.) ‘53—$70.7 
W.C. (mil.) ‘54—$73.5 
0. 5 PEI o..cess0:.--- 46.85 56.69 13.95 15.75 3.995 5.425 11.88 19.89 10.00 10.00 285 -114'2 267 3.7 
W.C. (mil.) ‘53—$78.9 
W.C. (mil.) ‘54—$90.9 
U. S. PLYWOOD .......... 124.02 150.52 3.92 5.02 2.702 4.072 _ = 1.40 1.70 4234-24 38 4.4 
W.C. (mil.) ‘53—$34.9 
W.C. (mil.) ‘54—$38.6 
WALWORTH CO. ......... 20.1 21.5 a 4.3 .02 69 82 (d) .48 _ .20 1436- 51% 13 «25 
W.C. (mil.) ‘53—$12.7 
W.C. (mil.) ‘54—$13.2 
YALE & TOWNE MFG. 45.0 51.1 Rg 4.2 1.21 3.44 4.61 2.88 2.00 2.50 71 -37 68 3.6 
W.C. (mil.) ‘53—$36.6 
W.C. (mil.) ‘54—$34.7 
W.C.—Working capital. 1—9 mos. ended May 31. 4—9 mos. ended March 31. 
d—Deficit 2—Year ended April 30. 5—Quarter ended March 31. 





Alpha Portland Cement: High level of construction industry operations has 
boosted business. Large-scale plant improvements effecting substantial 
operating economies. One of the eight leading producers of cement, com- 
pany has paid some dividend yearly since 1935. B2 

American Radiator: A giant in its field, last year and again in 1955 
boosted dividend. While volume and net are running ahead of 1954, com- 
pany may not top last year’s figures, despite historical pattern of higher 
sales and profits in last half. B 

Armstrong Cork: Strong activity in general building and high rate of home 
starts point to continuing wide demand for its building materials and 
flooring products in the months ahead. Near-capacity schedules are rule 
for most segments. Stock split this year. B 

Celotex: Another year of record business in prospect for this maker of 
building and acoustical materials. Construction and expansion projects 
underway designed to provide greater plant facilities. Payout is modest 
despite recent dividend hike. 

Certain-teed Products: Sales up 100% from 1954, which was a record year. 
Policy has been to supplement quarterly dividends occasionally with extras, 
but a higher rate is in prospect over near term. Further earnings improve- 
ment assured through acquisition of William Cameron & Co., factor in 
building materials. C 

Congoleum-Nairn: Prospects improved for this old-line maker of floor- 
covering, which was hampered last year by strike. Dividend raised. 
Acquisition of Sloane-Blabon has strengthened competetive position. C 
Crane Co.: 100-year-old top maker of valves and fittings sustained drop in 
earnings and sales last year. Company, which operates its own wholesale 
outlets, affected by price competition. Sales and net up this year; backlog 
high. Has paid some dividend in each year since 1939. Present 50-cent 
quarterly rate should be maintained. B 

Flintkote: Sales rose last year, but there was little change in net owing 
to depressed prices for its products. Pattern was carried over into 1955. 
Problem of rising wage costs being met through stepped-up efficiency and 
better machines. B 

General Portland Cement: Continuing long-time trend of higher net and 
sales. New facilities put in operation at st=rt of 1955. Projects under con- 
struction and planned are expected to e tail $5 million this year. Stock 
split 2-for-1 in January. B2 

Holland Furnace: 50-year-old maker of home-heating equipment derives 
sizable portion of business with F.H.A.-financed customers. Has paid some 
dividend in each year since 1936. D 

Johns-Manville: Leader of the industry experiencing banner year. Long a 
favorite of conservative portfolios. Substantial part of business in moderni- 
zation and repair, hence not affected by mortgage situation. Lower 1954 
earnings due to ‘‘conservative’’ accounting policy. A2* 

Lehigh Portland Cement: Although boosted this year, 40 cents quarterly 
dividend represents modest payout. Dividends paid in each year since 
1936. Company is one of three biggest producers of cement. B2 

Lone Star Cement: Despite labor troubles, sales and net rose sharply. Record 


year anticipated barring interruptions to production beyond company’s 
control. Large-scale expansion program slated for completion by midyear 
of 1956. B2 
Masonite: Company, whose fiscal year ends this month, should show 
sharply higher earnings. More liberal dividend policy inaugurated in July. 
Firm outstanding in research and promotion work. 
National Gypsum: Dividend boost last year, supplemented by stock, leaves 
payout on modest side. Except for asbestos products, everything company 
makes in building line is sold up far ahead into 1955. Proceeds of new 
stock issue to be used for expansion of raw-materials output. B2 
Otis Elevator: Prospects for sales in 1955 are that they will be 10% higher 
than in 1954. Volume of operations next year could then be comparable if 
not higher than volume in 1955, because of the time lag between the sale 
and manufacture and installation of large elevators. Earnings for 1955 
should top year ago. B2 
Pabco: Continued cost reductions and an increase in dividends from Fibre- 
board Products should bolster earnings. Pabco’s own earnings have 
improved despite strike at floor-covering plant for most of the first half. 
Company also has had to absorb wage increases while sustaining lower 
profit margins because of general price decline in asphalt roofing industry. C 
Penn-Dixie Cement: Has increased capacity by some 37% and acquired 
other cement properties for cash. Another record year for sales and net 
appears certain. Stock split 3-for-1 in spring. B2 
Pittsburgh Plate Glass: Sales of all divisions have been increasing at con- 
stant rate since mid-1954 and all divisions operating at or near capacity. 
Demand is heavy from automotive, construction and furniture customers. A2* 
Pratt & Lambert: Paint and varnish maker, it depends on constant flow of 
new and improved products for its growth. Has record of paying some 
dividend in each year over half-century. B2 
Ruberoid: Old-line company boosting sales, but profit margin has receded 
owing to keen competition in asphalt roofing industry. Balance of year 
— show improvement. Has paid some dividend in each year since 
2 
Sherwin-Williams: Top maker of paints and varnishes has an unbroken 
dividend record that goes back to 1885. Outstanding for its research and 
new-products developments. Foreign interests are substantial. A2 


U. S. Gypsum: Boosting volume and cutting costs, company is bettering 
1954 showing, which was at record high. Extra dividend voted in spring, 
when plans also were made for a stock split. Will spend more than three 
— = much this year on plant additions and improvements than in 
U. S. Plywood: A giant of the plywood field, fiscal year that ended April 
30 produced sharply higher net and sales. Company benefiting from the 
addition of U. S.-Mengel Plywoods and Associated Plywood Mills. Resi- 
dential building vital to high-level business. B 

Walworth: Resumed dividends this year after a lapse since 1953. Marine 
nuclear propulsion offering new market for this long-time producer of 
valves and fittings of iron, bronze and steel. C 





market price. 
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RATING: A: High-grade investment quality. B: Good grade. C: Speculative but improving. D: Unattractive. 
1 Above-average appreciation potential at current market levels. 2 Retain for long-term investment. * Most attractive of group based on current 
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TURNING POINT 
FOR MACHINERY 
MAKERS ? 


By JOHN D. C. WELDON 


; Macrine tool builders and some of the ma- 
chinery manufacturers who hadn’t done too well in 
the first half of 1955, are more sanguine about the 
final six months of the year and all of 1956. 

Recent developments, particularly in the machine 
tool industry, appear to justify more optimism than 
prevailed through most of 1954 and the early months 
of 1955. Then, most of the makers of the simpler 
units, requiring little lead time, had about cleaned 
their books of orders, and others in the industry, 
producing more complicated machine tools requiring 
longer lead-time, were making shipments against 
what remained of a backlog created largely by needs 
born out of the Korean war. 

The chief worry of most of the machine tool 
makers in 1954 was the paucity of new orders. The 
year began with new business coming in at the rate 
of $51.5 million during January. This compares with 
March, the peak month of 1953, in which incoming 
orders totaled approximately $96.7 million, but by 
July, last year, the volume had fallen to about $36.8 
million, a $60 million slump. The improvement in 
the next few months may have created an idea that 
the industry had turned the corner, but hope was 
crushed when new orders in November fell to $35.3 
million, the smallest monthly volume since May, 
1950. 


Tempered Optimism 


It should be obvious, in view of the volume of new 
orders in 1954 and during the first half of 1955 that 
the machine tool industry has come down from the 
high plateau on which it operated from 1952 through 
to the early months of last year, and is now on a 
normal plane. Although there is still some business 
being placed by the Government for stockpiling, the 
machine tool builders look to commercial users for 
an increasing volume of new business. Most en- 
couraging among the signs of better davs to come 
has been the upturn in orders in the first half of this 
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year with May business amounting to slightly over 
$72 million, followed by $77.7 million in new orders 
in June. That month’s new business was the highest 
since August, 1953. 

Optimism created by this rise in new order volume 
is tempered, however, by the fact that the sudden 
jump in new orders in May was spurred by notice of 
impending price hikes from a number of machine 
tool builders. Undoubtedly, this brought some ma- 
chine tool prospects into action, getting their pur- 
chase orders on the tool builders’ books before higher 
prices became effective. This theory is substantiated 
by civilian orders in June falling $5.5 million under 
the preceding month. Included in June new business, 
apparently, was about $11.2 million in orders for 
milling and broaching machines placed by the U. S. 
Air Force. Deducting this amount from the June 
total of new orders indicated that civilian orders for 
the month declined to approximately $66.5 million. 
This, however, was no mean sum when compared 
with new order volume in any month of 1954 or the 
first few months of this year. The sharp upswing in 
over-all orders in May and June brought the total 
for the 1955 half-year to $387.8 million, or almost 
$100 million more than the $286.9 million total for 
the 1954 first half-year. 

This gain is reflected in the industry’s rising 
backlog which at the end of June was equal to five 
months production at current rate of order comple- 
tion, up from 3.7 at the end of last January. There’s 
a good possibility that an even better showing by the 
industry will be made in the second six months of 
1955, some estimates putting this year’s new order 
volume at as high as $750 million, surpassing 1954 
new business by about $190 million. While it is ex- 
pected that new business in the next few months 
may be swelled by additional Government orders, 
including about $50 million worth of machine tools 
for the Air Force. the industry is anticipating 4 
sharp stepup in civilian business at the National 
Machine Tool Show in Chicago from September 6 
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to the 17th. There, to the estimated 200,000 top ex- 
ecutives of manufacturing companies and others 
concerned with plant operation, production and re- 
search, will be shown thousands of new machine 
tool models, most of which will incorporate far more 
technological advances designed in the few years 
since Korea than had been developed in 15 or 20 
years in the machine tool industry’s previous history. 


New Machine Tools Incorporate 
Advanced Technologies 


Included in these advances are the development of 
electronic and hydraulic controls; improved tracing 
and contouring mechanisms; advances in hydraulic 
and mechanical presses, and with it all, advances in 
accuracy. Production men, who only a few years 
ago were satisfied to get plus or minus tolerances in 
thousandths, now talk about tolerances measured 
in millionths because of the advances made by re- 
search and development engineers in the machine 
tool industry to meet the constant demand for equip- 
ment that will get more work done, with greater 
accuracy, and with less manual effort. 

To meet this requirement for greater productivity, 
lower unit cost, and permitting simultaneously 
handling parts in and out of machines automatically, 
the machine tool builders have developed entirely 
new ways of performing all sorts of operations with 
substantial economies, enabling a manufacturer to 
cut costs and improve his position in a competitive 
market. So advanced are new special as well as the 
so-called standard machine tools because of increased 
rigidity, improved accuracy and the many more auto- 
matic features, that machine tools put into use by 
the metal-working industry as recently as a few 
years ago are obsolete by comparison to the cost per 
piece produced and accuracy obtainable on today’s 
new models. In addition, it is estimated that there 
are thousands of machine tools in the U. S., that are 
over 20 years old and approaching their limit of 
practical performance both as to cost of operation 
and inability to hold accuracy, that must soon be 
replaced. 

It is the potential of this replacement demand, 
plus the fact that machine tool users as a whole ap- 
pear increasingly production-cost conscious that 
brighten the prospects for a good volume of new 
orders for machine tools in the final half of the 
year and improved earnings from a higher rate of 
shipments in 1956 compared with those of 1955, the 
first half of which, for some of the machine tool 
builders, was an exceptionally poor period. 





BULLARD CO.., in the first quarter of the current 
year presented a striking example of changes in the 
machine tool industry. Having worked off its back- 
log of orders for defense purposes in the first half 
of 1954, net shipments for the three months to 
March 31, 1955, fell to $5.8 million from $16.4 mil- 
lion for the corresponding months of last year. Net 
income which for the latter period amounted to ap- 
proximately $2.2 million, equal to $3.73 a share, fell 
in the 1955 first quarter to $11,453, or two cents a 
Share. However, 1955 first quarter results also re- 
flected Bullard’s change-over to producing new 
models in three of its major lines of machine tools 
that reduced production to a comparatively low 
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rate while at the same time pre-tax income was 
drastically cut into by the pro rata effect of heavy 
non-recurring change-over expenses. At the same 
time, selling and advertising costs were increased 
substantially to bring these new machines to the 
attention of potential customers. 

As is not unusual, Bullard, which expected to be 
well under way during the second quarter in produc- 
ing its new models, encountered unexpected difficul- 
ties in the form of “bugs” developing in its new re- 
designed line of machines. As a result, shipments in 
that period were again in small volume and earnings 
were probably no better than those for the first 
quarter, despite that fact that its backlog of orders 
for the new lines had increased as of last July 12, 
to $15 million, a gain of 40 per cent since January 1, 
of this year. With these difficulties corrected, Bul- 
lard hopes to get into normal production some time 
in the third quarter, and is confident that it will 
book a substantial amount of new orders for its 
products during and immediately following the Sep- 
tember Machine Tool Exhibition. With gains in 
order backlog and with heavy change-over expenses 
out of the way, Bullard’s outlook is one of greater 
production and increased shipments and earnings 
over the next 12 months. 


CINCINNATI MILLING MACHINE CO., work- 
ing on the remnants of the tremendous backlog 
created by the Korean incident and other defense 
needs, to which was added in 1954 net new orders 
of $67.5 million, was able to maintain operations last 
year at above normal capacity. Total shipments in 
the 12 months’ period reached $110 million, or more 
than three times the company’s pre-Korea highest 
peace-time volume of $35 million. achieved in 1948 
which produced earnings of $2.69 a share for the 
common stock, as against last year’s net of $10.73 
a share. How much of a change has taken place is 
evident from the fact that at the close of 1954, the 
backlog had receded to $40 million and net income 
before taxes which amounted to $14.7 million for the 
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24 weeks to June 19, 1954, had fallen to $3.4 million 
for the 24 weeks to June 18, 1955. For the latter 
period net income of approximately $1.6 million, 
atter allowing for preferred dividends, was equal 
to $1.87 a common share as compared with about 
$6.8 million, or $7.96 a common share a year ago. 

This change, so far as Cincinnati Milling is con- 
cerned, was not unexpected. Although research and 
product development was hampered, if not entirely 
brought to a standstill at times when its manpower 
and increased facilities were being devoted to pro- 
duction efforts, the company was taking cognizance 
of the signs pointing to a post-Korea period of rapid 
technical change and intensified world competition. 
Yet when it held open house last October in connec- 
tion with its modernized plants it was able to unveil 
six entirely new model machines five of which were 
already being shipped to customers. These new 
machines with greater productivity and precision 
than heretofore available brought to 61, improved 
and entirely new machines that it has brought out 
since World War II. 


Higher Order Backlog 


As of June 21, this year, its order backlog had 
increased to $48 million from $40 million at the end 
of 1954. Earnings for the final half of this year, it is 
expected, will show a moderate improvement over 


first six months’ results. However, if new orders 
materialize this Fall as anticipated, the backlog 
should be sufficient to warrant a much higher rate 
of shipments in 1956 with a corresponding gain jp 
earnings. 

Although Cincinnati Milling has increased divi. 
dend payments in the last few years to more thay 
twice the rate paid in the four year period preceding 
Korea it has, keeping long-range growth in mind, 
maintained its finances at a high level. At 1954 year. 
end, it had cash and U. S. Government securitie 
totaling $21.4 million and at the same date total 
current liabilities of $11.2 million were exceeded by 
total currents assets of $52.7 million. 

The outlook for the machine tool builders is for 
improved earnings in the final half of the current 
year, and if new orders booked at the coming Ma- 
chine Tool Exhibition and in ensuing months come 
up to expectations, 1956 shipments and net earnings 
for a majority of companies making up the industry, 
should show material gains over the figures for the 
full 12 months of 1955. 

Space does not permit presenting here an analysis 
of the leading machine tool manufacturers, but at- 
tention is called to the accompanying table in which 
pertinent statistical data pertaining to these com- 
panies are set forth, together with brief comment 
and the Magazine of Wall Street’s stock ratings. 

—END 














Leading Machinery Manufacturing Companies 





Ist 6 Months 





Full Year 





Net Sales Net Profit Margin 
1954 1955 1954 1955 


— (Millions) — % % 1954 


Net Per Share 


Dividend Per Share 
Indicated 
1955 


Earnings Per Share 


Price Range Recent Div. 
1955 * 1953 1954 1954 1954-1955 Price Yield 





AMER. MACH. & FDRY.$ 60.5 $ 61.8 3.0% 
W.C. (mil.) ‘53—$23.2 
W.C. (mil.) ‘54—$38.1 


2.6% $ .78 


$ .57 


$2.41 $ 1.62 $ 1.00% $ 1.00 35%- 2138 28 3.5% 





BUCYRUS-ERIE 
W.C. (mil.) ‘53—$29.5 
W.C. (mil.) ‘54—$30.4 


32.3 7.8 8.3 1.22 


1.73 3.23 2.92 2.00 1.60 40 - 22 34. 47 





BUFFALO FORGE ........ 
W.C. (mil.) ‘53—$8.7 
W.C. (mil.) ‘54—$9.1 
CLARK EQUIPMENT .... 
W.C. (mil.) ‘53—$33.3 
W.C. (mil.) ‘54—$31.5 
FAIRBANKS MORSE .... 
W.C. (mil.) ‘53—$38.4 
W.C. (mil.) ‘54—$36.7 


12.4 5.3 1.09 





51.7 647 53 #57 2.44. 





S70 217 22 2Stié«sS 





3.28 


1,06 


95 2.84 2.82 2.00 2.00 30% 25% 28 7.1. 


455 5.02 3.00 3.00 7734 33% 77 3.8 


3.55 203 2.00 1.40 295%- 20% 27 5.1. 





FOSTER WHEELER ...... 37.2 29 24 424 
W.C. (mil.) ‘53—$17.9 


W.C. (mil.) ‘54—$21.5 


GARDNER-DENVER CO. 
W.C. (mil.) ‘53—$14.1 
W.C. (mil.) ‘54—$15.4 





15.2 21.4 8.5 1.91 





2.31 





1.53 5.05 6.16 — 70 1.60 50-19 35 45 





392 (2.00 2.00 46% 22% 41 48 





ME I sik ckascaicsacinesee 
W.C. (mil.) ‘53—$31.3 
W.C. (mil.) ‘54—$31.2 
EIDE. ss copneatceisenieens 
W.C. (mil.) ‘53—$39.4 
W.C. (mil.) ‘54—$41.0 


55.91 2.881 





28.32 


80200812 





4.211 2.50 2.50 57%- 3134 54 





4.42 3.24 3.00 2.40 55%2- 38% 50 








MERTA MACHINE ........ no. na. na. 
W.C. (mil.) ‘53—$14.9 


W.C. (mil.) ‘54—$16.7 


n.a. 





3.50 5.38 2.50 3.00 50 - 28% 50 6.0 





UNITED ENG. & FDRY. 
W.C. (mil.) ‘53—$15.1 
W.C. (mil.) ‘54—$16.6 


na. 1.52 1.37 90 ee 2 a a 2 





WORTHINGTON CORP. 
W.C. (mil.) ‘53—$58.2 
W.C., (mil.) ‘54—$62.5 


n.a. n.a. n.a. 3.03 


2.61 5.18 5.10 2.50 2.50 59'2- 30% 49 5.1 





W.C.—Working Capital. . n.a.—Not available. 





1—9 months ended June 30. 2—Quarter ended March 31. 7 | 
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Leading Machine Tool Companies 







































































_Yate _ 
In in Ist 6 Months Full Year 
Net Sales Net Profit Margin Dividend Per Share Price 
divi. 1954 1955 1954 1955 Net Per Share Earnings Per Share Indicated Range Recent Div 
thes ——Nillions) % % 1954 (1955 1953 (1954 1954 «1955 1954-1955 Price ‘Yield 
ding BLACK & DECKER ........ $ 26.91 $ 30.81 7.4%1 8.2%! $ 4.871 $ 5.891 $649 $666 $ 1.00% $ 1.00 73\2- 3642 69 1.4% 
nind W.C. (mil.) ‘53—$13.2 
year. W.C. (mil.) ‘54—$16.3 = - _— 7 ee ’ 
“ities ieee 16.42 5.82 13.82 12 3.732 022 6.59 6.61 4.00° 2.00 5158- 2512 33 6.0 
. W.C. (mil.) ‘53—$7.6 
total F |} wc. (mil.) ‘54—$7.4 ta i ene 
d by CHICAGO PNEU. TOOL _n.a. n.a. n.a. n.a. 2.31 2.48 5.08 4.78 2.00 2.62% 53\4- 22% 46 5.6 
W.C. (mil.) ‘53—$22.7 
; for W.C. (mil.) ‘54—$25.5 _ a _ 
‘rent CINCI. MILLG. MACH.  n.a. n.a. n.a. n.a. 7.96 1.87 12.77 10.74 4.00 3.00 84\4- 47 64 4.46 
Ma- W.C. (mil.) ‘53—$40.2 
“ome W.C. (mil.) ‘54—$41.9 ee ee = ee ae 
in . EID cncccccccseccscccece 49.3 47.2 9.8 11.2 2.85 2.96 3.53 5.20 1.00 1.25 5334- 2233 47 2.6 
Bs W.C. (mil.) ‘53—$16.7 
Stry, f || w.c. (mil.) ‘54—$17.8 oe - ee oe 
* the GREENF’LD TAP & DIE 6.7 7.1 3.8 6.7 1.06 1.94 3.22 2.40 2.00 2.00 35 - 20% 33 60 
W.C. (mil.) ‘53—$5.8 
lvsis W.C. (mil.) ‘54—$5.1 ee ve ee — 
t at- INGERSOLL-RANLD ...... n.a. n.a. n.a. n.a, 992 1.022 3.56 3.80 2.50 2.50 58'2- 32% 56 4.4 
hich W.C. (mil.) ‘53—$ 92.2 
"om W.C. (mil.) ‘54—$100.6 
nent MONARCH MACH. TL 13.0 3.1 7.6 (d) 9.1 2.37 (d) 68 4.18 3.16 1.50 1.20 27% 16% 22 5.4 
2 W.C. (mil.) ‘53—$6.2 
es W.C. (mil.) ‘54—$7.1 
-END — ae Ss Spiga CT: es “a a e 
NATIONAL ACME ...... n.a. na. na. n.a. 3.72 2.75 6.02 7.37 4.00 4.00 6234- 30 61 65 
— W.C. (mil.) ‘53—$19.0 
a W.C. (mil.) ‘54—$20.7 
NILES-BEMENT-POND ..__ na. 15.02 na 5.32 n.a. 93- 4.77 4.97 2.30 3.00 53%- 16% 49 6.1 
- W.C. (mil.) ‘53—$20.5 
W.C. (mil.) ‘54—$21.5 
v. | VAN NORMAN .......... n.a. n.a. n.a. n.a. 62 .60 2.41 .87 1.00 1.00 19'4- 1138 15 6.6 } 
id | W.C. (mil.) ‘53—$9.5 
\% | W.C. (mil.) ‘54—$9.1 _ ; a ee 
| W.C.—Working Capital. n.a.—Not available. 1—9 months ended June 30. 2—Quarter ended March 31. 3—Plus stock. 
ra | “a MACHINERY MANUFACTURING COMPANIES 
| American Machine & Fdry.: 1955 may decline moderately from last year’s Gardner-Denver: Net of $2.31 a share for first six months indicates 1955 





$1.62 a share, but should be ample for annual dividend needs at current 
rate. Continued product diversification and growing importance in atomic 
field create good long-range potential. C? 

Bucyrus-Erie: Earnings for this foremost maker of excavating and related 
equipment may fall short of duplicating 1954’s $2.92 a share, but ample 
coverage for 40-cent quarterly dividend assured. C 

Buffalo Forge: Smaller net earnings indicated for fiscal 1955 compared 
with $2.82 a share earned last year. Quarterly dividends of 35 cents 
should be maintained. D 

Clark Equipment: Broadened and strengthened earnings base through ac- 
quisition, expansion plant improvement reflected in 1955 indicated earnings 
surpassing last year’s $5.02 a share. Quarterly 75-cent dividend well 
protected. B= 

Fairbanks, Morse: Sustained first half-year sales volume and drop in new 
plant integration expenses, brought net for the period to $1.06 a share 
from 85 cents a year ago, indicating full year’s results above 1954's 
$2.03 a share. Reduced dividend can be maintained. D 

Foster Wheeler: Final six months’ operations expected to improve on first 
half-year net of $1.53 a share, which fell just short of covering full 
year’s dividend requirements amounting to $1.60 a share. 


earnings will go above peak $4.09 reached in 1954. Acquisition of im- 
gorane. portable pneumatic tool maker strengthens position in equipment 
ield. C2 

Joy Manufacturing: New product development and acquisitions contribut- 
ing to better earnings from trend toward greater mechanization. Fiscal 
1955 net estimated at $5.50 a share, more than twice annual dividend. C 
Link-Belt: Earnings for current year expected to show moderate gain over 
1954 net of $3.24 a share. Has large cash flow from depreciation and 
good finances. May distribute year-end extra. B2 

Mesta Machine: Earnings for 1955 may fail to match last year’s near 
record high of $5.38 a share. Final results, however, should provide 
broad coverage for regular dividends and anticipated extra. C 

United Eng. & Fdry: Net income for current year, with certain non- 
recurring expenses out of the way, may show moderate gain over last 
year’s $1.37 a share. Current 20-cent quarterly dividend should be 
maintained. C 

Worthington Corp.: Prospects for second half-year are for improvement 
over first six months’ net of $2.61 a share, pulling earnings for the full 
year moderately above 1954’s $5.10 a share. May pay year-end extra. C2 





MACHINE TOOL COMPANIES 


Black & Decker: Earnings for year ending next Sept. 30, should make 
favorable comparison with last year’s $6.66 a share. Plans 2-for-1 split 
of stock of record on last day of fiscal year. B 

Bullard Co.: Heavy non-recurring expenses and difficulties due to models 
change-over restricted first half-year earnings. Some improvements possible 
in final half-year, but some uncertainty surrounds continuance of current 
dividend. C 

Chicago Pneumatic Tool: This year’s net should improve on the $4.78 a 
share shown for 1954. Extra dividends should continue to supplement 
regular quarterly payments recently increased to 50 cents a share. B 
Cincinnati Milling Machine: Upturn in new orders for machine tools 
brightens 1956 prospects of higher earnings. Net for current year will 
make poor comparison with 1954. Has strong finances. Dividends at 
current quarterly rate should hold. B 

Ex-Cello-O: First half fiscal year net of $2.96 a share, adjusted for April, 
1955 2-for-1 split, bettered the $2.85 a share a year ago. Quarterly 
dividends of 50 cents on new shares modest payout on basis of high 
earnings. B 

Greenfield Tap & Die: Sustained high sales volume in first half-year 
reflected in net earnings of $1.94 a share, up from $1.06 a year ago. 


Quarterly dividends of 50 cents earned by wide margin. C 
Ingersoll-Rand: Expected to show earnings this year above 1954's $3.80 
a share, thus extending an earnings record that has sustained liberal 
and uninterrupted dividend payments since 1910. A2 

Monarch Machine Tool: Deficit of 68 cents a share in first half-year 
reflects effects of 11 week strike in second quarter. Anticipate improved 
second half-year. Strong finances bulwark current 30-cent quarterly 
dividend. C 

National Acme: Finished first half-year with net of $2.75 a share, up 
from $2.71 a year ago. Sustained earnings in 1955 and strong cash posi- 
tion provide sound base for regular dividend and extras. C 
Niles-Bement-Pond: 1955 earnings may come fairly close to last year’s 
$4.97 a share. Dividends of 50 cents quarterly should be maintained, 
and possibly supplemented by year-end extra. C 

Van Norman Co.: First half-year net of 60 cents a share, compares with 
62 cents a year ago. Improved machine tool outlook and with sustained 
cutting tool sales in final-half year, 1955 net may improve moderately. 
Quarterly dividends of 25 cents should be maintained through balance 
of the year. C 





_ RATING. A—High-grade Investment Quality. B—Good-grade. *—Most attractive of group at present prices. 






































C—Speculative but improving. D—Unattractive. 1—Better-than-average market potentials; 2—For long-term growth. 
— — em ere nner ae — 
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ya year, by way of observing its 75th anni- 
versary, F. W. Woolworth & Co., marked the occa- 
sion by establishing peak sales of $721,312,990, 
higher than in any other year in its history. 

On the basis of sales for the first half of this year, 
another record high will be set in 1955. The vol- 
ume for the six months to last June 30, rose to 
$327,451,378. This sum is 6%, or almost $18.5 mil- 
lion greater than the $308.9 million in sales during 
the first half of 1954. With this rate of climb con- 
tinuing through the balance of the year, and given 
a hearty boost by normally bigger business in No- 
vember and December, the 1955 volume is almost 
certain to cross the three-quarter of a billion mark. 

Earnings, too, should top last year’s $2.78 a share. 
Net income for the first six months of 1954 amounted 
to $1.14 a share. For the first half of the current 
year, net per share increased to $1.21, a showing 
that provides a pretty good foundation on which to 
base an estimate of at least $3.00 a share for the 
full year. This calculation could prove conservative, 
inasmuch as net for 1954, although aided by refund 
of a little more than $1.8 million as payment for 
German properties destroyed or seized during World 
War II, was reduced by charging income with cer- 
tain items of accruals of expenses, as provided by 
the 1954 Internal Revenue Code. In doing this, book 
income was reduced by more than $3.1 million. Had 
the company not adopted this accrual method of ac- 
counting, its showing for 1954 would have been 
equal to $3.11 a share as against $3.07 for 1953. 
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WOOLWORTH’S NEW LOOK 


By CHARLES H. WENTWORTH 





Delving deeper into Woolworth’s 1954 record dis- 
closes other developments of considerable favorable 
significance. One of these was the payment last 
year of the first postwar dividend by F. W. Woodl- 
worth Co., G. m. b. H., Woolworth’s German sub- 
sidiary in which it holds a 97% interest. This divi- 
dend amounted to $272,746, and was followed by 
another distribution in May, this year, of $279,719. 
These two payments in as many consecutive years 
constitutes definite testimony as to the progress the 
German company had made in recovering from the 
ravages of war. 


Significant Favorable Developments 


Before Hitler set out to conquer the world in 
1939, the Woolworth company in Germany had 82 
thriving stores in operation. By the time the war 
ended, 70 of these retail outlets had been either 
destroyed or damaged. 

Immediately following V-E Day, German Wool- 
worth, drawing upon what was left of its meager 
resources, began to rebuild. Woolworth, the parent 
company, had long ago written its $11.4 million in- 
vestment in the German subsidiary down to $1.00. 
As of now, this $1.00 evaluation of its majority 
interest remains unchanged, despite the fact that 
under the fast-moving rehabilitation program, the 
German company had 56 stores in operation in 
Western Germany and West Berlin at 1954 year- 
end. Of this number, all but one were housed in 
permanent buildings, with the remaining unit sched- 
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uled to be in permanent quarters late this year or 
in early 1956. Rehabilitation and expansion is be- 
ing carried on as quickly as possible. According to 
present plans, it is expected that 10 new or im- 
proved stores, one of which had already been com- 
Jeted and opened, will be in operation before the 
end of 1955. When this goal is reached, it will bring 
the total to 66 stores, moving the German company 
that much nearer to its prewar status. 

Rehabilitation of stores in Britain, Scotland, Eire 
and Northern Ireland has also moved forward rap- 
idly since the end of World War II. At the start of 
the conflict, British Woolworth had 766 stores in 
operation. Before the end of the war, 326 of these 
stores were damaged and 26 others located in the 
largest cities were completely destroyed. The recov- 
ery from the havoc wrought by German bombings 
was Slow. For a period of years after 1945, British 
Woolworth was limited by government regulations 
to an annual expenditure of 10 Pounds per store for 
maintenance, and in later years increased to 100 
Pounds per annum. With the gradual easing of re- 
strictions, rehabilitation was stepped up with the 
result that at the end of 1954 there were 865 stores 
operating, compared with 819 at the end of 1953. 

Growth in the number of retail units in operation 
last year finds reflection in the substantial increase 
in net income in 1954 over the preceding year. Con- 
verting the results of operation of the British com- 
pany for 1954 from pound sterling to U. S. dollars 
at 2.78 9/16, the exchange rate December 31, last, 
net income of F. W. Woolworth & Co., Ltd., amounted 
to $26.4 million, a gain of 40.4% over net income 
of $18.8 million in 1953. Again in 1954, as in recent 
previous years, the American company’s investment 
in Woolworth, Ltd., proved a rich source of “divi- 
dends, payments to the parent company last year 
totaling $7,340,449. This surpassed the $7,122,013 
paid by Woolworth, Ltd., to the American Wool- 
worth in 1953. This latter amount, incidentally, was 
just about double the British company’s distribution 
to F. W. Woolworth Co., in 1945. 
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Comparative Balance Sheet Items 
December 31 
1945 1954 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 98.785 $ 83.846 ~—$ 14.939 
Receivables, Net .................... 2.654 1.745 .909 
PUNO sdacceckcsscsiscseostcescctss 51.461 108.389 -+ 56.928 
TOTAL CURRENT ASSETS ...... 152.900 193.980 41.080 
DU II iscccinaiscanteesitiieninds 108.183 237.467 129.284 
Investments — ..............2..cee 32.044 35.242 3.198 | 
Other Assets .........cccccccecsseeen 3.613 3.971 358 | 
TOTAL ASSETS ....................... $296.740 $470.660 --$ 173.920 
LIABILITIES 
Accounts Payable ............... .$ 2.933 $ 5042 +$ 2.109 
BU IIE Kssevetcscesccnceoncsseacee 31.820 24.558 7.262 
0 RE ne eens 12.673 22.992 10.319 
TOTAL CURRENT LIABILITIES $ 47.426 $ 52.592 +$ 5.166 
I oo oa iiselneteiiasiald 131 3.833 + 3.702 
henge Term Deb? ..........:..0:000.. 21.999 94.066 = 72.067 
SD III oi cnsacscesssdeacsnavoes 97.500 yy 
III crcscothcasvcndindiswaneyencasescene 129.684 222.669 = 92.985 
TOTAL LIABILITIES ................ $296.740 $470.660 -+-$ 173.920 
WORKING CAPITAL .............. $105.474 $141.388 +$ 35.914 
CURRENT RATIO ..................... 3.2 3.7 + 5 





























Price Range 
1929 - 1935 = 
High - 1036 - 
Low = 22 


The current year is expected to record continued 
progress in the development of the British com- 
pany’s operations now that government restrictions 
on construction and alteration work have been 
lifted. The only possible brake on the rate of mod- 
ernization and new store openings is the ability to 
procure necessary materials which up to recently 
were not in abundant supply. 

Parallel with this program, Woolworth Ltd., is 
also pushing new store openings in other parts of 
the British Commonwealth. Early this year, it 
opened a new store in Kingston, Jamaica, and by 
October next it expects to open the doors of a new 
store in Port of Spain, Trinidad. 


Higher Earnings 
for British Woolworth 


z 


Adjusted 5 , Bass 
Meanwhile, business of British 


Woolworth appears to be in a con- 
tinued uptrend. In March, 1955, its 
dividend of one shilling ten pence 
per share, represented an increase 
of 37.5% over the March, 1954, 
distribution, and gave the parent 
company a total of $6,669,360, an 
increase of $1,776,807 over the 
amount it received from the March, 
1954 dividend. Another  semi- 
annual distribution, payable in 
August, will amount to approxi- 
mately $3,975,000, bringing the to- 
tal income from this source in 1955 
to about $10,465,000. This is about 
$3,125,000 more than it received 
last year on an investment that the 
American company carries on its 
books at $30,879,630 which, ac- 
cording to closing quotations on 
the London Stock Exchange, as of 
December 31, 1954, had a market 
-| value of more than $421 million. 

With this substantial interest in 
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Woolworth, Ltd., and its 97% ownership of the 
German Woolworth, the American company is de- 
veloping more extensively along international lines. 
Through F. W. Woolworth Co., 8. A. de C. V., forma- 
tion of which was completed in 1954, it is progress- 
ing with the erection of three stores in the Republic 
of Mexico. These will be located in Mexico City, and 
are scheduled for opening early in 1956. Another 
new store was added to the Cuban chain last year, 
bringing the total to nine units located in Havana. 
Another forward move in 1954 was the opening of 
a large and modern store in Honolulu, F. W. Wool- 
worth Co.’s first unit in the Hawaiian Islands. 

In fact, 1954, the Diamond Jubilee year of the 
company, proved to be the greatest year of expan- 
sion in its history. Although its continuing expan- 
sion program had been initiated in 1937, it had been 
deferred during the war years and slowed down 
after the war because of material shortages, reach- 
ing its greatest momentum in 1954 with the opening, 
in addition to the Cuban and Honolulu units, of 65 
new stores in the U. S. and Canada, and enlarging 
and completely modernizing 71 stores, four of which 
were in Canada and the balance in 26 of the 48 
States. In the 10 years to the end of 1954, 205 older 
and smaller stores were closed permanently; 222 
new and larger stores were opened, and 526 stores 
were enlarged and completely modernized, all of 
which involved an investment of $231 million in fu- 
ture sales and earning power. At the 1954 year-end, 
Woolworth stores in this country, Canada and The 
Hawaiian Islands numbered 2,021 compared with 
1,981 in operation at the close of 1953. The current 
year will be one of continued growth. As 1955 
opened, Woolworth had 72 major projects under 
construction, 29 of which have already been com- 
pleted and occupied with 16 of this latter number 
being entirely new units. During the year 45 addi- 
tional projects got under way, with others scheduled 
to follow. 

Closing unprofitable older stores, modernizing or 
relocating other outlets and putting new stores in 
locations where there was none before, represents 
only part of the over-all expansion plans. As a mat- 
ter of fact, to recite what the company has done 
along these lines last year, the year before, or the 
year previous to that, does not furnish a complete 
or accurate picture of the progress being made in 


laying the foundation of a still greater Woolworth, 
For instance, moving its 35th Street, New York 
store, to 34th Street, one block away, was not claszgi- 
fied in the company’s records as a “new store” open. 
ing, yet this move converted the relocated store int) 
one of Woolworth’s largest operations. 

Of great importance also, is the attention given 
to the migration of city residents to the suburbs and 
the use of the automobile in family shopping that 
have spurred the dev elopment of suburban shopping 
centers in this country and in Canada. Practically 
from the beginning of this movement, Woolworth 
was alert to the advantages that would accrue to it 
through retail units in these areas catering to the 
needs of hundreds of thousands of home owners and 
their families. Such locations when wisely chosen 
present opportunities for increased sales and profit. 
able operation. When 1954 came to an end, Wool 
worth had 116 stores in such shopping areas. Of 
that number, 43 were opened during that year, and 
it is planned to open 64 more in similar areas 
throughout the country in 1955. 

Modernizing older stores, closing some units alto. 
gether or moving them to other locations, and open- 
ing new stores of such modern design and efficiency 
as to give the “‘new look” to Woolworth, is but one 
phase of its complete plan for building for the fv- 
ture. An important part of the program is the 
greater emphasis now being placed on merchandis- 
ing. To some extent, Woolworth lagged in enlarging 
its lines and introducing new merchandise on its 
counters in the early part of the postwar period. 
The reason for this, no doubt, lies in the fact that 
the expansion program which began to gain mo- 
mentum after 1945, was slowed by the outbreak of 
war in Korea in June, 1950. As Woolworth pointed 
out only last year: “The tremendous job of training 
and reassigning World War II veterans had hardly 
been completed when large numbers of men again 
were called into service * * * thinning out tempo- 
rarily the reserves of management man-power nec- 
essary to expanding, efficient operations. At the 
same time, the program of store expansion and im- 
provement, which had just been resumed, again was 
checked.” 

It now appears, considering the strides made in 
1954, that the entire program is once again moving 
forward. To keep pace (Please turn to page 676) 









































Long Term Operating and Earnings Record 
Percent 
Net Operating Income Net Net Net Div. Earned 
Sales Income Operating Taxes Income Profit Per Per on Invested | 
(Millions) Margin —-——({Millions) Margin Share Share Capital Price Range 
1955 (6 months, June 30) .................... $327.4 $ 16.5! 5.0%2 $ 48 $11.7 3.5% $ 1.21 $ 2.002 .... 3 52%-45%4 
MII, css 4icbetsstian cidakalaticenssasbesaes Wasevekenncniase 721.3 426 59 22.0 26.9 3.2 2.78 2.50 8.4% 5434-403 
ME, Pasicticcline Sacthpiicaadebechbackaicenhsabhacsseenaanatensios 713.8 47.2 66 252 29.7 4.1 3.07 2.50 9.3 48 -4252 
I ck cae cin renddrl castea ania tcanncn Cakopinacevioies 712.6 50.9 7.1 27.3 31.5 4.4 3.25 2.50 9.7 4534-4218 
IN” -Gscalon ss iilanidecelboasS Rata baos sh daaispshokeonaoniahnnis 684.1 aS 63 27.5 31.2 4.5 3.22 2.50 9.8 4644-4158 | 
MNMIIIID" sh peciracigkwa wen ndehscanihaesasondibexekeduasuatancoce 632.1 51.8 8.2 22.2 37.1 5.8 3.83 2.50 12.0 51-42% | 
aI oiasanh Sinicivcke ts vactinsnlecahiaeaasbacaguskansentgiesie 615.6 48.2 78 18.6 37.1 6.0 3.83 2.50 12.5 4952-44 
SUIT cosavis Shs shaban eihinicehishauacuusenseGhacadsanetesas 623.9 59.2 9.4 23.2 43.4 69 4.48 2560 15.2 4952-417 
MUNIN siscssipavenviivashipOpha veacciusakaniavedsanauscxonsdeucs 593.3 58.4 98 24.2 41.9 4.0 4.32 2.50 15.7 53 -43 
IES (cond vida adit tansatpakitccataiabsisa ecpadermaisiann 552.3 57.6 10.4 24.0 39.9 73 4.12 2.10 16.1 6212-4334 
IPMN hcccniecatnsdacdsaebasincasceeacedssessaaseenentasapbies 477.1 48.8 10.2 29.9 23.5 49 2.43 1.60 10.3 53%-4058 | 
10 Year Average 1945-1954 000... $622.6 $51.6 8.2% $ 24.4 $ 34. 2. 5.1% $ 3.53 $ 2.37. 11.9%  6212-40% 
i | 
1—Pre-tax income. 2—To Sept. 1, 1955. 3—To August 3, 1955. 
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———— = <= 
orth, — — 
— | SPECIAL SECTION OF MIDYEAR DIVIDEND FORECAST 
ASS). Fh} : 
pen. | Survey of 36 Unclassified Stocks 
; — 
nto Ist 6 Months - - Full Yeor ___————__ __.. 
° Net Sales Net Profit Margin Dividend Per Share Price 
r1Vven FI) 1954 1955 1954 1955 Net Per Share Net Per Share Indicated Range Recent Div. 
; and El ——(Millions) % 4 1954 1955 1953 1954 1954 1955 1954-1955 Price Yield 
that#) AMER. CH & CABLE... $3621 no. 45% no% $1551 no. $422 $329 $250 $250 41%%-27% 41 6.0% 
PINg fF}! w.c. (mil.) ‘53—$30.5 
Cally f} W.C. (mil.) ‘54—$26.8 
‘orth ||| ——— oa Seine _________—_— 
to it AMERICAN CHICLE .... n.a. n.a. n.a. n.a. 2.40 2.33 3.59 4.46 3.00 3.25 7178-4812 67 48 
» th W.C. (mil.) ‘53—$19.6 
FE) w.c. (mil.) ‘54—$21.2 
sand gy} __ 7 _ 
‘OSeN §}) ARCH.-DANIELS-MID. .. _n.a. na. na. n.a. 2.114 2.784 234 3.05 2.00 2.00 46%4-32% 40 5.0 
rofit- F}) w.c. (mil.) ‘53—$47.8 
V ool. W.C. (mil.) ‘54—$49.5 
. Of - — = 
and BCD TPB. vvcvcsssssccsese 199.0 136.7 15 3 .33 .03 .34 .37 .10 .20 814- 452 7 2.8 | 
Mies: W.C. (mil.) ‘53—$86.7 
eas BY w.c. (mil.) ‘54—$89.0 | 
——— 
alto- BABCOCK & WILCOX... 132.1 116.5 5.3 6.2 4.34 4.43 7.75 9.31 2.00% 2.75° 114 -42% 95 2.8 
ypen- W.C. (mil.) ‘53—$66.9 
ency W.C. (mil.) ‘54—$80.9 | 
, one ~ ae 
 f CARBORUNDUM CO. . 38.0 43.1 4.7 6.3 1.07 1.58 3.69 1.92 1.40 1.40 4014-28 33 4.2 
> TU BY w.c. (mil.) ‘53—$25.4 
the f}) w.c. (mil.) ‘54—$27.0 
ndis- : ee we: 
Ging F}| CLEVITE CORP. ............ 32.0 36.2 5.1 7.3 .84 1.41 1.77 1.33 1.15 1.15 2532-18 22 5.2 
1 its | W.C. (mil.) ‘53—$31.4 
riod. 8] W.C. (mil.) ‘54—$30.8 | 
that - 7 
CROWN CORK & SEAL 57.6 55.5 Bs 1.5 .61 48 81 72 45 1938-11 | re 
MO0-F} W.C. (mil.) ‘53—$34.9 
k off] w.c. (mil.) 54—$33.9 
nted F}) ——-- -- + - ———- —_—_—— —— 
ning DAYSTROM INC. ......... 19.8 20.0 2.0 2.4 .65 51 2.33 2.61 1.00 1.35 3212-1112 28 «448 
rdly W.C. (mil.) ‘53—$12.9 
Pe .C. (mil.) ‘54— s 
gain W.C. (mil.) ‘54—$22.2 ee A 
POF) DIAMOND MATCH ...... 60.5 64.2 5.3 6.6 1.03 1.40 1.98 2.62 1.20 1.50 38 -20% 34 44 
nec f || W.c. (mil.) ‘53—$46.1 
the f}) W.C. (mil.) ‘54—$56.0 
1m- oa anemic 
was EASTMAN KODAK ....... 278.1 315.8 10.1 11.5 1.61 1.98 2.86 3.99 2.00 2.206 8234-4634 , Meee 
| W.C. (mil.) ‘53—$188.5 
° | W.C. (mil.) ‘54—$204.8 
e ng} a ee: 
“a | 
ving | FERRO CORP... .......0s.c0c00 19.9 23.4 4.3 5.4 1.44 2.04 2.63 3.14 806 .806 3818-2034 33 2.4 
576) P| W.c. (mil.) ‘53—$10.7 
| W.C. (mil.) ‘54—$11.7 
a 
| W.C.—Working capital. 1—6 months ended June 30, 1954. 5—Plus stock. 
= | n.a.—Not available. 2—6 months ended March 31. 7—5 months ended May 31. 
3—Quarter ended May 31. 8—Quarter ended March 31. 
| 4—9 months ended March 31, 1955. 9—9 months ended April 30. 
| 5—Year ended May 31, 1954 & 1955. 
, American Chain & Cable: In addition to chains, operations have, been Clevite Corp.: Formerly auto equipment company, diversified aaseitiiaeis 
- | diversified to include a number of products. Earnings outlook favorable. now includes electronics equipment. Rising earnings trend. Probable extras 
4 | Quarterly 50¢ may be supplemented by extras. B plus 25¢ quarterly. C 
— | American Chicle: Second leading chewing gum producer. Strong trade Crown Cork & Seal: The leader in bottle caps and closures. Downward 
8 | position. Long record of growth. Regular 62.5¢ quarterly plus recent 25¢ earnings trend in recent years but steps taken to improve operations 
} extra, may be followed by year-end extra. A2 brighten outlook. 
: Archer-Daniels-Midland: Major factor in linseed and soybean oils. Also Daystrom, Inc.: Originally a producer of printing equipment, company is 
a important in flour milling and grain trading. Current rising earnings now active in anti-aircraft, radar and electronic fields. Quarterly recently 
| protect 50¢ quarterly dividends. C raised to 30¢. Prospect of future extras. C 
‘i Avco Manufacturing: Wide range of more or less unrelated products. Diamond Match: Growth company. Lumber, building materials and food 
4 Home appliances and defense business important. Lower earnings point packaging products outrank matches in importance. Following recent 5 
to irregular dividend payments. D for 3 split, 40¢ quarterly paid on new stock. B2* 
Babcock & Wilcox: A leader in steam generating equipment for utilities Eastman Kodak: Dominating position in photographic field. Other prod- 
8 and other industries. Active in atomic energy projects. Recently increased ucts include yarn, plastics, movie film and chemicals. Investment-type 
75¢ quarterly well-covered. Also small stock dividends. B2* issue, with extras supplementing 50¢ quarterly. A2 
Carborundum Co.: Company manufactures abrasives, as well as refrac- Ferro Corp.: Main product porcelain enamel for home appliances. More 
4 tories, electric resistors and other products. Recent earnings up sharply. recent items include titanium, powdered metals and fibrous glass. Annual 
; Quarterly 35¢ dividend well-protected. C 80¢ cash plus small stock payments. B2 
‘< RATING: A: High-grade investment quality. B: Good grade. C: Speculative but improving. D: Unattractive. 
8 1 Above-average appreciation potential at current market levels. 2 Retain for long-term investment. * Most attractive of group based on current 
~_ market price. 
— ee 
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SPECIAL SECTION OF MIDYEAR DIVIDEND FORECAST 
Survey of 36 Unclassified Stocks (Continued) 














Ist 6 Months Full Year ———————— 
Net Sales Net Profit Margin Dividend Per Share 
1954 1955 1954 1955 Net Per Share Net Per Share Indicated Price Range Recent Div. 
— (Millions) — % % 1954 1955 1953 1954 1954 1955 1954 - 1955 Price ‘Yield 
GAMEWELL CO. .......... $ 23.65 $20.85 63%5 5.6%5 $4215 $ 3.295 $3.63 $ 4.21 $2.00 $ 2.00 39 -23 32 


W.C. (mil.) ‘53—$7.6 
W.C. (mil.) ‘54—$8.3 





GENERAL TIME ............ 
W.C. (mil.) ‘53—$18.5 
W.C. (mil.) ‘54—$17.9 





GULETTE CO. ............... 
W.C. (mil.) ‘53—$24.3 
W.C. (mil.) ‘54—$32.9 





76.5 


8412-46 





GLIBDEN CO. .......:0.0080 
W.C. (mil.) ‘53—$46.8 
W.C. (mil.) ‘54—$51.2 





100.8 104.8 


4412-2834 





GRACE (W. R.) & CO... 
W.C. (mil.) ‘53—$113.4 
W.C. (mil.) ‘54—$112.2 


5514-2734 





HALLIBURTON O.W.C... 
W.C. (mil.) ‘53—$8.7 
W.C. (mil.) ‘54—$6.7 


6312-2912 





HILTON HOTELS .......... 
W.C. (mil.) ‘53—$10.7 
W.C. (mil.) ‘54—$16.7 


5034-1834 





INTERNATIONAL SALT 
W.C. (mil.) ‘53—$3.8 
W.C. (mil.) ‘54—$5.3 


114 4434 





LIFE SAVERS ............. 
W.C. (mil.) ‘53—$6.7 
W.C. (mil.) ‘54—$7.5 


6212-3652 








MERGENTHALER LINO. 12.42 
W.C. (mil.) ‘53—$20.3 


W.C. (mil.) ‘54—$21.2 






11.12 10.32 2.062 


2.442 


3.50 4.04 2.50 2.50 5614-26 51 4.9 








MINN. MIN. & MFG..... 
W.C. (mil.) ‘53—$52.1 
W.C. (mil.) ‘54—$62.2 


54.05 








NATIONAL LEAD ........ 
W.C. (mil.) ‘53—$91.8 
W.C. (mil.) ‘54—$104.5 


209.2 256.7 








W.C.—Working capital. 
n.a.—Not available. 


1—6 months ended June 30, 1954. 
2—6 months ended March 31. 
3—Quarter ended May 31. 

4—9 months ended March 31, 1955. 





6—Plus stock. 
7—5 months ended May 31. 
8—Quarter ended March 31. 
9—9 months ended April 30. 


5—Year ended May 31, 1954 & 1955. 





Gamewell Company: Has stable earning record from production of fire 
alarms, signal systems, safety equipment and sprinklers. Electronic appli- 
cations to these systems offers appeal but another fire alarm system 
now a competitive factor. B? 

General Time: Large producer of clocks, non-jeweled watches, industrial 
timing devices, small electric motors. Earnings have increased in each of 
past three years. 50¢ quarterly dividend plus 10% stock paid last year. C 
Gillette Co.: Leader in safety razor and blade field has diversified with 
expansion in Toni home permanent and cosmetic lines. Stockholders vote 
Sept. 16 on 2-for-1 split. Prospects favorable. B2 

Glidden: Operations diversified, include paints, vegetable oils, chemicals, 
food products, naval stores. Annuait $2.00 dividend coverage satisfactory. 
New products including dioxide titanium development enhances long- 
term prospects. C 

W. R. Grace & Co.: Acquistions and diversification program in recent 
years has greatly expanded operations. Engaged in Latin America com- 
merce, manufacturing chemicals, transportation, finance here and abroad. 
Earnings rising, long-term growth prospects good. B! 

Halliburton Oil Well Cementing: Specialist supplier in oil well drilling 
and maintenance work, including cementing. Recent stock split 5-for-4. 
Rising earnings trend. Growth potentials good. Paid 25% stock plus 50¢ 
cash quarterly on old stock this year. B2 


Hilton Hotels: World’s largest hotel chain, has had outstanding growth 
in post-war period. Its Hilton and Statler properties continue to show 
higher revenues and profits. Has substantial overseas interests. C 


International Salt: Top producer of mined rock salt, sold to basic indus- 
tries, and salt evaporated from brine for food and home consumption. 
More generous dividend policy reflects sharp earnings uptrend. B 


Life Savers: Maker of mint and fruit-flavored candies features good 
cost control and mechanized operation. Demand for products well sus- 
tained with post-war record marked by successive years of sales 
records. B2 


Mergenthaler Linotype: A leader in typesetting field, this old-line com- 
pany has strong finances. Sustained commercial and Government business. 
A new concept in photographic typesetting promises to add materially 
to earnings. B2 


Minnesota Mining & Manufacturing: Outstandingly progressive company in 
adhesives, coated abrasives, recording tape and other specialties. Top- 
notch research and development of new products assures long-term 
growth. Business around record levels. A2 


National Lead: Sales and net running substantially ahead of 1954. Trend 


should continue through the year. Company is highly diversified, has 
large stake in titanium and possesses sizable overseas interests. A2* 





RATING: A — High-grade investment quality. B— Good grade. C — Speculative but improving. D — Unattractive. 


1—Above-average appreciation potential at current market levels. 


*—Most attractive of group based on current market price. 


2—Retain for long-term investment. 
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SPECIAL SECTION OF MIDYEAR DIVIDEND FORECAST 
Survey of 36 Unclassified Stocks (Continued) 





Ist 6 Months 








Net Sales Net Profit Margin 
1954 1955 1954 1955 


———_Millions) %, %, 1954 


Net Per Share 


Full Year 


Dividend Per Share 
Indicated 
1955 


Price 
Range 
1954-1955 


Earned Per Share 
1953 1954 


Recent Div. 


1955 1954 Price Yield 





| NATIONAL SUPPLY ....$115.9 $121.4 
| W.C. (mil.) ‘53—$74.9 
| W.C. (mil.) ‘54—$74.3 


4.0% 3.6%  $ 3.06 


$ 2.86 $636 $ 6.05 


$ 2.50 $ 2.50 4652-2452 43 5.9% 





| OUTBRD. M. & MFG 
W.C. (mil.) ‘53—$13.4 
W.C. (mil.) ‘54—$15.9 


37.32 39.52 9.62 1.512 


1.782 


1.41 4512-1258 





| RHEEM MFG. 
W.C. (mil.) ‘53—$23.3 
W.C. (mil.) ‘54—$26.2 


4534-2558 





SCOVILL MFG. 
| W.C. (mil.) ‘53—$26.1 
W.C. (mil.) ‘54—$27.1 


3934-258 





SHEAFFER (W. A.) PEN 
W.C. (mil.) ‘53—$8.9 
W.C. (mil.) ‘54—$8.8 


6.03 5.73 


3612-2512 





SIMMONS CO. 
W.C. (mil.) ‘53—$66.4 
W.C. (mil.) ‘54—$72.5 





4952-294 





SMITH (A. ©.) CORP... 32.69 
W.C. (mil.) ‘53—$67.6 


W.C. (mil.) ‘54—$61.2 


30. 19 6.99 








5334-2558 





UNITED FRUIT 
W.C. (mil.) ‘53—$41.8 
W.C. (mil.) ‘54—$55.2 








60 -45' 





VANAD. CORP. of AM. 
W.C. (mil.) ‘53—$10.7 


W.C. (mil.) ‘54—$15.9 


VISKING CORP. 
W.C. (mil.) ‘53—$7.7 
W.C. (mil.) ‘54—$5.7 


3.32 


4712-18 


4.59 


5.03 


2.006 2.00 9034-57 





WESTERN UNION 
W.C. (mil.) ‘53—$106.3 
| W.C. (mil.) ‘54—$119.5 


106.3 119.5 3.1 








WRIGLEY (Wm.) Jr. Co. 
W.C. (mil.) ‘53—$48.3 
W.C. (mil.) ‘53—$48.7 


42.7 14.0 





4.00 4.50 103'2-77 





W.C.—Working capital. 
n.a.—Not available. 


1—6 months ended June 30, 1954. 
2—6 months ended March 31. 
3—Quarter ended May 31. 

4—9 months ended March 31, 1955. 


6—Plus stock. 

7—5 months ended May 31. 
8—Quarter ended March 31. 
9—9 months ended April 30. 


5—Year ended May 31, 1954 & 1955. 








National Supply: High rate of operations by “the oil and gas industries, 
principal customers of this large oil and gas field equipment supplier, 
assures 1955 earnings comparable with 1954’s $6.05 a common share. 
Stock improving in quality. C! 

Outboard, Marine & Mfg.: Continued gains from specialized and semi- 
automatic production equipment contributing to upswing in net prefits, 
equal to $1.78 a share for first half of current fiscal year. Has heavy 
order backlog of orders. C 


Rheem Manufacturing: Expanding earning power through new product 
development and continued diversification. Current year’s earnings should 
match previous year’s $3.67 a share. Dividend at current rate amply 
Protected. B2 


Scovill Manufacturing: Sharp increase in 1955 first half-year earnings to 

.60 a common share from $1.11 a year ago presages substantial gain 
over 1954’s $3.20 a share. Has called its cumulative preferred for re- 
demption. Moderate dividend increase possible. B! 


Sheaffer (W.A.) Pen: Aggressive sales promotion and new product devel- 
| Opment has enabled company to hold prominent position in highly com- 
Petitive field. Net for current year should provide ample coverage for 
regular and extra dividends. C 


Simmons Co.: 1955 first half-year earnings of $2.35 a share represents 
substantial gain over $1.45 shown for like 1954 period. Present 60-cent 
quarterly dividend might be augmented by year-end extra. C 


Smith, (A.O.) Corp.: Earnings for ecu! ye year, wr, July, 1955, will probably 
approximate $5.25 per share. Benefits from plant program should help 
results in 1955-1956. Dividends could be increased beyond the 50 cent 
quarterly rate. B2 

United Fruit: Due to flood damage, first half-year net income dipped to 
$2.16 compared with $2.45 in 1954 period. Finances strong, and should 
withstand adverse developments, but no sustained improvement as yet. 
$3.00 dividend can be maintained. B 


Vanadium Corp. of America: Well established as producer of ferro-alloys, 
which account for 70% of revenues. Development of rich deposits of 
uranium may partly stabilize cyclical income to some extent. Dividend 
recently raised to 40 cents quarterly. C 

Visking Corp.: Company in a leading position in cellulose plastics and 
polyethelene film. Aggressive research responsible for rapid growth, with 
bright outlook for future growth. Quarterly 50 cent dividend with 
possible year-end stock payment. B2 

Western Union Telegraph: Rate increases granted in 1954 added $10 
million to revenues. Leased wire service growing, stepping-up earning 
power. Company planning refund of two debt issues shortly. Six 
months net of $1.08 good coverage for new $1 dividend rate. B2 

Wrigley (Wm.) Jr., & Co.: Leading maker of chewing gum. Gradual and 
sustained growth of company predicated on population increase. Pays 
out large percentage of earnings. High quality income issue. May pay 
$4.50 this year. A2 





RATING: A— High-grade investment quality. B— Good grade. C — Speculative but improving. D — Unattractive. 


1—Above-average appreciation potential at current market 
*—Most attractive of group based on current market price. 


levels. 


2—Retain for long-term investment. 
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August 

In stock-market performance 
August has the best “batting 
average” of any month in the 
year, with net gains for the in- 
dustrial average in 40 years, de- 
clines in 16; for rails, net gains 
in 36 years, declines in 20. The 
December record equals that for 
industrials, but has been a some- 
what poorer month for rails than 
August. Taking rails alone, July 
has been the best month, with 40 
ups and 18 downs, the latter in- 
cluding July of this year. It ap- 
pears that “‘the traditional sum- 
mer rise’, or most of it, ran its 
course by early July, with a gain 
from the mid-May reaction low 
of about 53 points for the indus- 
trial average. Rails had a modest 
spring rise of 8.81 points to June 
22; and to date show no signs of 
summer betterment. In _ seven 
months through July, the indus- 
trial average had small net de- 
clines only in March and May; 
rails in January, May and July; 
utilities in January, March and 
May. July was the best 1955 
month to date for the utility aver- 
age, with a gain of 2.17 points. 
June was the best month for the 
industral average, with a net gain 
of 26.52 points, previous best 
1955 monthly gain having been 
15.95 points in April. July was 
on the plus side by only 4.47 
points. Rails have had only two 
good months this year, with gains 
of 5.13 points in February and 
10.20 points in April. They gave 
up 2.48 points in July. Net 
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changes for this average in the 
other four months were slight 
either way. August began on a 
sour note, with dips of 5.60 points 
for industrials, 2.09 for rails; and 
performance to date since the 
August 1 session has been noth- 
ing for bulls to cheer about. 


Dividends 

The dividend score board for 
July shows fewer omissions or 
reductions than in this month a 
year ago, and more good news. 
Dividends were increased by 62 
companies, against 47 a year ago. 
There were 38 initial payments, 
against 22 a year ago. At 60, the 
number of extra payments com- 
pared with 62 a year ago. Man- 
agements of some _ important 
companies expressed confidence 
in the future by making substan- 
tial to large increases in quarterly 
rates, including Bethlehem Steel, 


National Lead, Gulf Oil and Un- 








ion Carbide. Unless business gow 
into a quite unexpected tailspi 
meanwhile, there promises to 
a real flood of year-end extra 
voted in November and Decen- 
ber, easily setting a new recori 
in number and in dollar  totd 
involved. 


Rails 

There is some current debate 
as to why rail stocks have bee 
lagging. One reason advanced is 
that the industry faces wage de 
mands, which could impinge 4 
least moderately on earnings ur 
til more or less offset—with the 
usual lag—by selective boosts it 
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freight rates. But other reason {amon 


may be equally, if not more, it- 
fluential. In the first place, the 
rail average has lagged only i 
recent months, having previously 
outgained industrials. As of late 
April, it has risen about 79% 
from its 1953 minor-bear-markel 
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Continental Baking 


Harbison Walker Refractories 


Southern Pacific System 
American Can 


American Tobacco Co. 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Morewles Powder CO. ..1....0:.:ccccccroccssescsssccsssessses 
Republic Aviation Corp. .........ccccccsssssesseeeseeseees 
I STN RIO. scncsnccicccssesicsessssnsnscsconseace 6 mos. June 30 
SUCRE TORE GO. o.ccnccsescccasessecessecccssencces 


SI RE isa ceistniscdacteccsseacsnadcenercseaavernbons 


1955 
28 weeks June 25 $2.73 $1.49 
Quar. June 30 1.11 25 
. Quar. June 30 1.84 1.37 
6 mos. June 30 7.18 3.78 
1.83 1.18 
Quar. June 30 77 53 
6 mos. June 30 3.81 2.50 
Quar. June 30 77 66 
. Quar. June 30 2a2 * 1.56 
. 6 mos. June 30 2.65 1.80 


1954 | 
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low, against 70% for the indus- 


firial average. At the 1955 highs 


to date rails were up 80%, in- 





management which, by sharpest 
possible control of costs, figures 
to get more earnings than for- 











any event indicated for compa- 
nies which have not been halted 
by the strike, such as Anaconda 

















x Bdustrials 83%. In the second merly out of any reasonably sat- and Inspiration Consolidated Cop- 
place, despite individual excep- isfaccory level of gross revenue, per. Phelps Dodge has settled and 
tions, rails are generally at a which has fairly liberal ideas on will soon be back in full produc- 
high level in their historic range, dividends, and which is evidently tion. Kennecott may have settled 
reducing profit potentials and in- interested in seeing the _ stock before you read this. Both should 
creasing risks. Since it is not a close some more of the still wide attain a record rate of earning 
growth industry, historic price gap between present price of 471 power in no great time, though 
range has more significance than and the towering 1929 high of full-year profit rise will be at 

¥ for industrials. The average’s 25614, when earnings were $16.70 least moderately affected by the 
June high of 163.26 exceeded all a share and the dividend $8. It is strike. Kennecott is a logical can- 
past cyclical tops excepting that unlikely that those figures will didate for a stock split. With 
of 189.1 in 1929, and was less ever be matched; but earnings, prospects favorable, we would not 
than 14% under the latter level dividends and the stock’s price sell leading copper stocks at this 
of over-valuation. Since 1929, could in time materially better point. On the other hand, they are 
rails have lost their monopoly present levels. Primarily through far from bargains for new buy- 
position through growing compe- economies, much progress has al- ing. 

| tition of trucks, air lines, buses ready been made. Thus, in the 

¥f#and private passenger cars. De- 1955 first half, with revenue up Bank Stocks 
spite major debt reduction, about 3.5% from a year ago, According to the old saying, it 
largely through bankruptcy re- earnings rose to $4.11 a share, is an ill wind which blows nobody 
organizations, since 1929 and a from a year-ago deficit of $1.04 good. Rising interest rates, ac- 
srries of rate boosts, total rail a share. They might be anywhere celerated by the recent boosts in 
earnings exceeded those of 1929 from $7.00 to $7.50 a share for Federal Reserve rediscount rates, 

: only the war year 1942 and (by 1955, the best showing since early are an ill wind—although nearer 

: a slight margin) in 1953. This in World War II. Irregular for a breeze than a hurricane—for 
year they will show a good gain many years, and omitted in a the stock and bond markets. But 

goefover poor 1954 results, but will number of years, dividends are this is a good wind for commer- 

Ispinf be under 1929. Total dividends now back to a $2 basis, best level cial banks. It means a larger re- 

to kpwill remain materially under since 1931; and a higher rate turn on a growing volume of 

xtra those of 1929. Against that, 1955 might well be adopted between loans, already at a peak level and 
cempearnings on the stocks in the now and the year end. subject to seasonal expansion 
conf Dow industrial average figure to over nearby months. On average, 
totadfbe roughly 70% above those of Coppers 1955 bank earnings will set a new 
1929, dividends above those of As a result of a month-long record; and good business pros- 
1929 by about the same percent- strike against a number of U.S. _ pects, plus higher interest rates, 
age. copper producers—some of which promise record earnings at least 
ebate remain strike-bound at this writ- well into 1956. There have been 
beeng Central ing—and of earlier U. S. and for- a number of dividend increases, 
ed if Despite what we have said eign strikes, plus high industrial and some more are no doubt 
‘e defabout the rail group, it is still activity here and abroad, the ahead. The stocks have not had 
ye af quite possible, of course, to profit metal is in extremely short sup- any big play; and are at a much 
's ufin some rails. For buying on mar- ply, and full correction is not less advanced level in their long- 
h thf ket dips—we see no need to reach likely for some time. With the term range than is the industrial 
sts iffor it—New York Central is world price far above the U. S. list. While varying widely, cur- 
asonmg among the more interesting spec- price of 36 cents a pound, possi- rent dividend yields average only 
e, ingulative possibilities. Although its bility of any cut in the latter has a little under 4%. The stocks have 
», thfbasic situation and traffic trend been put further into a vague fu- appeal from a defensive point of 
ily ipare a good deal less favorable ture and some advance in the view and should be subject to 
ious\§than those of leading southern price would not be surprising. moderate rise. Hence, they are 
f latfand western roads, it now has a_ Record full-year earnings are in well suited for conservative in- 
79% come investors, and risky stocks 
arkelf to clinch profits could well be 
— DECREASES SHOWN IN RECENT EARNINGS REPORTS lodged in bank equities. 
ose Il 1955 1954 Exceptions 
NN IN cs Pca caecsidinee si coccs acy Rpbesesctteitaen Quar. June 30 $ .51 $ .65 In a recent session the Dow in- 
149 BA) General Outdoor Advert. ..ssccsccssssssssssueee 6 mos. June 30 1.94 2.02 eet — —. ~— — 8 

25 Mel , ‘ extending its decline from e 

a | a Nut ing bie casawnaneineevkennsestataeaceacsiniess ee a rs July high to over 14 points, leat 

ae TIAGEPOrt Brass ...........ccecscreeeseseeeesenereeesseeesnees var. June ° . at the same time 18 stocks rose to 

; I ac aiecelea ds iaceenveanasibatlenas Quar. June 30 41 56 new highs for the year or longer. 

ie BA) Martin Co. (Glemm L.) .....ssssssssssssssssssssssssssnnsee Quar. June 30 1.33 1.99 Some of the more interesting of 

53 TED McGraw-Hill Publishing ....ecccsccsssssssscssssssen 6 mos. June 30 2.60 2.93 these contra-trend performers are 

pe on MIND sccccnscisntecceccnnoundsinkaeeiones Quar. June 30 47 54 an alae Gs & than 

ia Shell Oil St iach ch a ta palace alge oN aANGSRRACORIRII Quar. June 30 94 1.10 (one of the best utilities, with a 

: Penick & Ford ............: Quar. June 30 92 1.09 dividend boost probably ahead), 

1.80 By __ Clark Equipment (high earnings. 
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The Business Analyst 


WHAT’S AHEAD FOR BUSINESS? 


By E. K. A 


A measure of the heights attained by the economy since 
last Fall is to be found in the rise of new orders placed with 
business. Orders placed with manufacturers in October of 
1954 totaled $22.9 billion. They began to climb from that 
point and the momentum has not been halted with the single 

exception of January, when 
© a small month-to-month loss 
was registered. In May and 
BUSINESS ACTIVITY again in June, this year, 
manufacturers’ orders rose 
Grae to the highest rate on record 
weer’ (nearly $28 billion in each 
ace month), except for the up- 
surge in January, 1951, 
when a flood of defense 
orders was received in the 
wake of China’s entry into 
the Korean War. Thus, from 
the low point of last year, 
new orders have gone up 
something like 29%. And, 
most important, durables, 
not defense, have led the 
way. 

This upswing has more 
than matched the 15% in- 
crease in shipments. Last 
year, when shipments ex- 
ceeded new orders, order 
backlogs declined. Now 
backlogs are rising and, 
with new orders received 
during the first six months 
of the year, factories have 
substantial support for high 
manufacturing rates for the 
balance of this year. 

The new high level of in- 
coming business is being felt 
over wide areas of the 
economy. Thus, a leading 
producer of shoe-making 
machinery now has a back- 
log of orders which is three 
times as great as a year ago 
and equal to about four 
months’ production. A giant 
of the office-equipment field 
has found incoming orders 
at the highest level in its 
long history. An old-line 
maker of timers and controls 
for industrial machinery has 
noted that a period of de- 












































clining orders has 
given way to a 
“gratifying im- 
provement” in re- 
cent months. The 
entire railway- 
equipment industry 
is enjoying a boom- 
let, with orders for 
freight cars at the 
highest level since 
the Korean War. 
That bellwether 
of the economy, 
the steel industry, 
continues to oper- 
ate at close to ca- 
pacity, yet falls 
further and further 
behind in deliveries. Warehouses, in numerous instances, are 
getting less steel than they are shipping. Many companie 
in the steel industry had calculated on a sharp drop in ste¢ 
orders from automotive manufacturers, which would have 
made it easier to fill orders of other customers. However, no 
only has the auto industry continued to order at top speed 
but other manufacturers boosted their needs to a level wholly 
beyond expectations. 


While orders for goods placed with all manufacturing in: 
dustries began their climb after October, 1954, it is interesting 
to note that inventories have remained fairly constant over 
that period, ranging between $43.3 billion and $43.5 billion 


a figure reached in May. At midsummer, total business inven- 


tories appear to be a trifle on the low side in relation to find 
purchases. But business now is in the process of increasing 
stocks and unless sales rise appreciably during the coming 
fall and winter months, 1956 may be marked by a consider- 
able decline in production for inventories. 


The rising cost of credit, a recent development that ho 
been getting increasing attention from the monetary watch: 
dogs in Washington and the counting houses, is an element 
that makes long-range projection more hazardous than usual 
More expensive credit (now 3%% to business borrowers 0 
the highest caliber, against only 112% in 1947) may not result 
in drastic curtailment of business borrowing, but there is the 
additional prospect of a reduction in the supply of funds 
available for lending. 


While there is little doubt that much of the ordering in the 
early part of this year was aimed at beating price rises (ste! 
is an example), holders of sizable inventories have reason t0 
be concerned at the yet-to-be-tested reaction of the public 
to higher prices for a wide variety of goods. This is. but am 
other element that could alter the trend that has carried 
manufacturers’ orders to the highest level in peacetime history: 
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MONEY & CREDIT—The trend towards tighter credit con- 
ditions has gathered momentum in recent weeks, with 
bond prices falling and interest rates being hiked on a 
broad front. By early August the insistent demands of 
sBborrowers had caused a tight situation among the 
banks, forcing them to raise the prime rate—the cost of 
sEmoney to highest rated borrowers—to 3%4%, from the 3% 
level that had prevailed for over a year. At the same 
time, three Federal Reserve Banks raised their rediscount 
rates to 2%, eight others followed shortly thereafter, 
while the Federal Bank of Cleveland went a step fur- 
ther, instituting a 2%% charge. 

The proliferation of higher borrowing costs comes as 

no surprise to those who have been studying financial 
developments of the recent past. On the demand side, 
borrowers have rarely been more numerous and the 
first six months of this year saw loans by the commercial 
banks grow by a record $4.0 billion. All categories of 
credit have shown spectacular increases, from loans 
made to business—which normally decline in the first 
half—through real estate and consumer advances, while 
corporate new capital issues during the period have 
been 20% higher than a year ago. 
Faced by this burgeoning of demands for credit, 
which has even outpaced the rise in business activity, 
our monetary authorities have been rather slow in tak- 
ing corrective action. Although the rediscount rate has 
now been raised for the second time this year, the Fed- 
eral Reserve System, as recently as last month, added 
more than $500 million of Government securities to its 
portfolio. Although these purchases were undoubtedly 
undertaken in order to aid the Treasury's July new 
money borrowing, the action nevertheless provided the 
banks with additional reserves and increased their lend- 
ing ability. From all current indications the Federal Re- 
serve Governors are now beginning to take a more 
serious view of the continued expansion in loans. Faced 
by the dangers inherent in rampant credit inflation 
the Central Bank in coming months will have to cope 
with the delicate problem of weeding out less essential 
borrowing, an operation that is fraught with the 
danger that general business activity may be injured in 
the process of adjustment. 
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TRADE—Torrid temperatures have recently discouraged 
shoppers in some sections of the nation but retail trade 
as a whole has been holding up well. For the week 
ending Wednesday, August 3, Dun and Bradstreet es- 
limates that nation-wide dollar volume was about 7% 
shead of a year ago. The Midwest area made the best 
showing with a 9% gain. Household goods, fans, air 
tonditioners and furniture were in good demand in the 
most recent week and sales of hardware and building 
materials were unusually high. New cars were still sell- 
ing well, topping year-ago figures by a wide margin. 


y in the 
s (steel 
aison to 

public 
but al 
carried 
history. 


TREE! 


AUGUST 20, 1955 








The Business Analyst 


HIGHLIGHTS 














MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 





Li, PRG BR Ee 
BILLIONS OF DOLLARS 


a 





/}" 








TOTAL 
' 
































} 


T 


TAL LOANS 






































INVESTMENTS IN 
VU. S. GOVERNMENTS 








CIRCULATION 


























— 























COMMERCIAL LOANS 


! 

































































| 


MIJYTASOND 


1953 





MAMIVVASONOIVFMAMIJIJA 


1954 1955 





However, with 717,000 new cars in dealers’ stocks on 
July 20, salesmen will have to do a big selling job be- 
fore the new models begin to arrive early this Fall. 


———oO-—-— — 


INDUSTRY—Industrial output remained close to record 
levels as July drew to a close and the MWS Business 
Activity Index stood at 215.4 in the week ending July 
30, up from 211.9 at the beginning of the month. The 
all-time high for this indicator was 215.5 for the week 
ending July 23, of this year. Most components of the 
index were in an uptrend during the month with crude 
oil runs to stills, electric power output and steel produc- 
tion achieving the best gains. The latter had been de- 
pressed early in the month by the after-effects of the 
steel strike. Car loadings and paperboard, on a sea- 
sonally adjusted basis, were in a slight downward trend 
during July. 


———o-—— 


COMMODITIES—The Labor Department's index of spot 
(Please turn to following page) 
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Latest Previous Pre- 

Wk.or Wk.or Year Pearl PRESENT POSITION AND ouncer| 
Date Month Month Ago — Harbor* = 
. | INDUS 
MILITARY EXPENDITURES—$b (e) June 3.7 3.3 4.5 1.6 i WG 
Cumulative from mid-1940 _| June 593.7 590.0 552.2 13.8 (Continued from page 663) a 
FEDERAL GROSS DEBT-$b Aug. 2 272.2 277.3 2746 55.2 prices of 22 leading commodities was |} Non 
MONEY SUPPLY-$b little changed in the two weeks end. | | CARLC 
Demand Deposits—94 Centers July 27 56.4 55.9 54.9 26.1 ing August 5. The close on the latter Misc 
Currency in Circulation Aug. 3 30.2 30.2 29.9 10.7 date was at 90.4% of the 1947-1949 Mdsi 
average, up 0.1% from a fortnight Gra 

BANK DEBITS— (rb) ** earlier. At current levels this index is |} 
New York City—$b_—______ | May essa pas oo7 16.1 about half-way between the year's |p MC: | 
344 Other Centers—$b —| May 107.7 102.7 92.1 29.0 high of 92.1, set in February, and the |} sort 
PERSONAL INCOME-$b (cd2) June 301.2 301.4 286.7 102 early June low of 88.8. In the most | Cum 
Salaries and Wages______- |_ June 208 207 196 99 recent two week period, components Stoc 
Proprietors’ Incomes _________ | June 48 49 48 23 of the index which moved higher in- | | PETRC 
Interest and Dividends ______ ] June 26 26 25 10 cluded industrial commodities, metals |B cruc 
Transfer Payments ee 17 18 16 10 and fats and oils. Raw foods, live- | Gas 
(INCOME FROM AGRICULTURE) June 14 15 15 3 stock and textiles showed losses dur- |B Fuel 
POPULATION—m (e) (cb) June 165.0 1648 1622 1338 | in9 the interval. j_ tn 
Non-Institutional, Age 14 & Over__| June 117.3 117.2 116.2 101.8 LUMB 
Civilian Labor Force ________ | June 66.7 65.2 65.4 55.6 at alaal | Stoc 

s. i 
py tone et 3 ¥ . " Spurred by the high level of con- |B — 

Employed Nii 64.0 627 62.1 518 struction activity, mew orders for | 
Agden panied 77 70 76 8.0 FABRICATED STRUCTURAL STEEL rose ff ENnGit 
Diente pan 56.3 55.7 54.5 43.2 to 318,150 tons in June, highest total | AY 
Weilie Mevre._..____. | dune 418 419 425 42.0 for the industry since April, 1951, |B Cur 
a The latest figures compare with or- |B msce 
EMPLOYEES, Non-Farm—m (1b) June 49.3 48.9 48.2 37.5 ders for 303,343 tons in May and |B Pop 
inaremneann emacs ee 6.8 6.9 6.7 4.8 219,306 tons ordered a year ago. |B) Cig: 
pane oenernen ae wae ope aA 79 Shipments in June jumped to 282,325 BF 0 
saan June 13.0 12.9 12.4 W7 tons, from 222,991 tons the previous | oD 
Waray Sens June 40.7 40.8 39.5 40.4 month but were still under June, 1954 |f rs 
Hourly Wage 6)___$_. June 1.87 1.87 1.81 77.2 deliveries of 790.263 tone. With cor te 
Weekly Wage ($)__ June 76.11 76.30 71.50 21.33 7 0 ; foves 
rent shipments still well below new |—f (1935- 
PRICES—Wholesale (ib2) Aug. 2 109.8 109.9 110.5 66.9 orders, the ‘industry’s order backloas | °"* | 
Retail (cd) May 207.8 = 207.9 =208.7 =—116.2 on June 30 were up to 1,705,979 <a 

COST OF LIVING (Ib2) June 1144 1142 115.1 65.9 tons, from 1,490,000 tons a month | 

Food June 111.3 111.1 113.8 65.9 earlier. On June 30, 1954, manufac- | 
Clothing ____| June 103.2 103.3 104.2 59.5 turers had orders on hand for |f 
Rent ___| June 130.4 130.3 128.3 89.7 1,271,429 tons of their product. IB No. o 

—— | 
RETAIL TRADE-$b** koe & mC 
Retail Store Sales (cd) May 15.4 15.3 14.0 4.7 The 
Durable Goods Ma 5.5 §8 4.7 ‘3 - 
Non-Durable Goods _ a 9.9 9.7 9.3 3.6 __ EMPLOYMENT reached a new high | pe 
Dep’t Store Sales (mrb)___ May 0.89 0.90 0.82 0.34 | In July, with 64,995,000 people hav- |f/; ): 
Consumer Credit, End Mo. (rb) May 31.6 30.7 28.4 9.0 ing jobs, according to the latest re- ff 4 ai 
port by the Commerce and Labor De- |ff 7 Ar 
MANUFACTURERS’ partments. This was an increase of | ° A 
New Orders—$b (cd) Total** June 27.8 27.7 22.0 14.6 almost a million jobs over the previ- | ps 
Gunny Gaams a = snag ve nig ous month and 2,800,000 higher than |ff 3s, 
tonmeanpen Goods__ June 13.7 13.4 12.1 7.5 a year ago. About 5 million persons 6 Ck 
Shipments—$b (cd)—Totals** June 27.1 26.6 23.3 8.3 have been added to the working | 3 Ce 
Durable Goods June 13.5 13.3 11.3 4.1 rents since February, weilnticle compares bs 
Non-Durable Goods June 13.6 13.3 12.1 4.2 with an average post-war Spring ont ; ‘ 
BUSINESS INVENTORIES, End Mo.** Summer employment increase of 3 |B 7 & 
Total—$b (cd) June 78.8 78.4 78.7 28.6 million. UNEMPLOYMENT was lower 2D 
Manufacturers’ June 43.8 43.5 44.2 16.4 in July, with 2,471,000 out of work, | he 
Wholesalers’ June 11.8 11.8 11.9 4.1 a reduction of almost a million from |ff ¢ gy, 
Retailers’ June 23.2 23.0 22.6 8.1 a year ago and 200,000 under lev- jf 2 Fi 
Dept. Store Stocks (mrb) June 2.5 2.5 2.4 1.1 els of this June. The average factory - 
BUSINESS ACTIVITY—1—pc July 30 215.4 2155 1898 141.8 work week, last month, came to 40.2 jj —* 

(M. W. S.)—1—np July 30 273.5 273.6 236.4 146.5 hours, versus 40.4 hours in June, the | 
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| latest Previous Pre- 
DOK Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
Mining June 122 121 14 87 Average hourly earnings, at $1.88 | 
Durable Goods Mfr. June 153 153 135 88 early in July, were up one cent from 
was | Non-Durable Goods Mfr. June 128 127 114 89 the previous month. 
ond- |B carLOADINGS—t—Total July 30 796 786 642 933 i + # 
itter |) Misc. Freight July 30 374 36 331 79 
Sie 2 4 : ° Corporate CASH DIVIDEND PAY- 
Mdse. . July 30 67 67 61 66 a 
ight | Grai MENTS totaled $1,390 million in June, 
g rain July 30 66 69 46 43 fa ee 
x is an 11% rise over a year ago, the 
ar's ) ELEC. POWER Output (Kw.H.) m July 30 10,727 10,620 9,103 3,266 Commerce Department has an- 
the | SOFT COAL, Prod. (st) m July 30 9.6 9.4 75 108 nounced. One of the big year-to-year 
nost |) Cumulative from Jan. 1 July 30 255.6 246.0 212.1 44.6 gains was achieved by iron and steel 
ents |} Stocks, End Mo June 69.5 66.4 69.6 61.8 companies, with their payments in 
7 n mounting t i illion 
in- |B perROLEUM—(bbls.) m peg Ih ng a age million, a 
tals | Crude Output, Daily July 29 6.6 67 63 41 $22.9 million advance from June, 
jive- | Gasoline Stocks July 29 157 158 158 86 1954. June dividend payments by all 
dur- |B Fuel Oil Stocks July 29 45 45 55 94 corporations brought total dividends 
Heating Oil Stocks July 29 115 112 100 55 7 the nip besos ye to $4,632 mil- 
ion, 8% ahead of the corresponding 
July 30 260 262 152 632 J . . ae 
| — epg Age Are pie a - - in 1954 period. Biggest gain in the half 
. — a ° . ° ° 
cls sina : year was one of 25% by transporta- 
con- |p STEEL INGOT PROD. (st) m June 9.7 10.3 7.4 7.0 tion equipment companies. Non-fer- 
hes | | Cumulative from Jan. 1 | June 57.2 47.5 44.1 74.7 — rous metel @rons paid out one sixth 
rose || ENGINEERING CONSTRUCTION more while the iron and steel, elec- 
otal || AWARDS-$m (en) Aug. 4 318 366 369 94 tric machinery and chemical indus- 
951. Cumulative from Jan. 1. | Aug. 4 11,426 11,108 8,447 5,692 tries each had gains of one-eighth. 
or- |B MISCELLANEOUS The only manufacturing groups re- 
and Paperboard, New Orders (st)t___ July 30 281 234 256 165 porting lower payouts were textiles 
Ago. |) Cigarettes, Domestic Sales—b_— May 34 29 31 17 and autos. In the latter group, divi- 
325 Do., Cigars—m May 506 446 480 543 dend cuts by the smaller companies 
ious | Do., Manufactured Tobacco (Ibs.)m.| May 18 16 17 28 were responsible for the decline. 
954 b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cur- |B cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other data, e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
new |B (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
loas | 7s: m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensa- 
9 tion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
he | st—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
ont 
— THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
for 1955 1955 
|B No. of 1955 Range 1955 1955 (Nov. 14, 1936 Cl.—100) High low July 29 Aug. 5 
| Issues (1925 Cl.—100) High low July 29 Aug. 5 | 100 High Priced Stocks ... 210.9 180.6 209.4 205.5 
1/8300 Combined Average ......... 322.1 282.0 320.5 316.0 | 100 Low Priced Stocks 387.5 343.5 387.0 382.5 
\f 4 Agricultural Implements .... 340.6 264.9 319.0 310.8 =| 4 Gold Mining ...cccssssssossese 806.0 656.2 656.2 713.3 
high 3 Air Cond. (‘53 Cl.—100).... 116.0 97.4 99.8 97.4 | 4 Investment Trusts ....... 157.1 143.8 154.1 151.2 
hav- 10 Aircraft (‘27 Cl.—100)........ 1084.9 871.7 890.2 918.0 | 3 Liquor ('27 Cl.—100) .......... 1090.9 961.3 1058.5 1036.9 
7 Airlines (‘27 Cl.—100).......... 1263.6 971.2 1200.9 1169.6 9 Machinery .... noo sae 395.8 317.7 353.4 343.7 
| 4 Aluminum (‘53 Cl.—100).... 331.0 191.1 319.1 315.2 | 3 Mail Order ..... 204.9 159.3 200.0 193.5 
' De- SARIS sc cicncsssaansnassessess 179.0 147.0 175.8 179.0 | D DGGE PRGEIG) oncccccceiescsccciens. 134.4 112.8 127.2 124.8 
e of 9 Automobile Accessories .... 362.3 308.3 362.3 359.1 5 Metal Fabr. (‘53 Cl.—100).. 183.7 155.9 175.5 168.9 
evi TE UOEEINIID, sccccssrcsccssacsescsese 54.4 44.3 54.4 53.0 | 10 Metals, Miscellaneous .......... 441.4 358.2 441.4 437.8 
/ 4 Baking ('26 Cl.—100) 30.3 27.8 29.8 29.8 UN sciatic 1009.4 767.1 993.2 969.0 
than 3 Business Machines. ....... 930.6 657.4 910.6 857.5 22 Petroleum .......... 674.2 590.0 668.2 650.2 
sons III | <cccasesscascccaxomssvanses 564.9 466.6 550.1 530.5 22 Public Utilities 256.2 234.8 256.2 256.2 
king MENG GUIINE, ccsncsrcsorexcosossesree 19.4 14.8 18.4 18.6 7 Railroad Equipment ............ 88.4 73.4 83.1 82.4 
5 4 Communications . 116.6 103.9 114.5 110.2 BF MI ascdasicsscccscsssencnscoensss 77.9 64.7 75.2 73.3 
ares 'f 9 Construction ....... 122.9 106.4 120.7 118.5 3 Soft Drinks ..... 565.7 459.9 551.9 542.7 
and WP RAAEIROES  cccccoccceccccscocscsssess 747.7 675.1 725.9 711.4 11 Steel & Iron ... 282.5 219.2 282.5 278.0 
ot 3 7 Copper Mining .........sssesee 291.7 222.2 291.7 289.4 4 Sugar 68.8 56.1 61.3 61.3 
>wer 2 Dairy Products ........4. 127.0 117.6 124.7 121.1 Be NOE seainriceietasiaiosansieidass 955.7 813.2 888.6 871.8 
rk 6 Department Stores 96.2 80.0 95.3 94.5 10 Television (‘27 Cl.—100) sesece 47.3 40.7 44.4 43.2 
gti: 5 Drugs-Eth. (‘53 Cl.—100)...... 151.2 129.6 145.8 145.8 OF PINE iciisescnrasatntassciagnasctcens 187.4 148.4 184.4 176.9 
from 6 Elec. Eqp. (‘53 Cl.—100).... 174.7 156.0 168.5 165.4 SD Tires B ROBO nncccescesccicens 165.3 137.8 153.7 152.3 
lev- 2 Finance Companies ..........-. 651.1 589.6 614.2 608.1 5 Tobacco 90.5 81.9 89.6 87.9 
ctory 6 Food Brands 300.6 266.6 287.5 282.3 eo | en 315.0 286.9 305.7 299.4 
40.2 3 Food Stores 150.7 137.7 150.7 149.2 15 Unclassif’d ('49 Cl.—100).... 158.1 146.3 155.2 152.2 
, the 
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Trend of Commodities 





Mixed trends prevailed in commodity futures markets 
in the two weeks ending August 8. Many domestic com- 
modities were lower but strong gains in such imported 
items as rubber and coffee resulted in an advance of 
0.26 points for the Dow-Jones Commodity Futures Index. 
December wheat lost 5 cents in the period under review 
to close at 19714. Wheat harvesting is almost completed 
in this country while it is scheduled to start in Canada 
in the next few days. Domestic supply of wheat this sea- 
son is expected to be at a near-record 1,885 million 
bushels. If domestic consumption plus exports match last 
season's results, carryover on July 1, 1956 would be 
slightly under levels at the end of last season. Equal im- 
portance however is attached to the progress of the 
wheat support program. The average loan rate to farm- 
ers this season amounts to $2.08 a bushel, equivalent 


to $2.37 at Chicago and 16 cents under last year. Wii, 
current prices well under support levels, substantig 
entries into the loan program are to be expected 
December corn, which had rallied earlier in the perio, 
under review, lost all its gains on August 8 to close 
126, a new low for the life of the option and a loss ¢ 
1 cent from two weeks earlier. Cooler temperature 
and heavy rains near the end of the period allaye 
fears of serious crop damage and accounted for th 
sudden decline. Corn stocks on July 1 were at a recor 
high for that date. October cotton managed to add § 
points in the fortnight ending August 8, closing at 33,4; 
cents. The first official estimate of the new crop, placed 
it at 12,728,000 bales, or about a million bales aboy 
expectations. This did not bring in much selling, how. 
ever, as heavy entries into the loan are expected, 
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Pie The Personal Service Department of THE MAGAZINE OF WALL STREET 


will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 


nd reliability of your broker. This service in conjunction with your 


wbscription should represent thousands of dollars in value to you. It 


intervals. 


addressed envelope. 


is subject only to the following conditions: 
1. Give all necessary facts, but be brief. ms 
#.Confine your requests to three listed securities at reasonable 


§. No inquiry will be answered which does not enclose stamped, self- 


. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


. Special rates upon request for those requiring additional service. 





Kimberly-Clark Corporation 


“T have been a subscriber to your 
valued magazine for the past 3 years 
and find your publication very informa- 
tive. I would appreciate receiving your 


inion as to Kimberly-Clark Corpora- 
tion’s growth prospects and please state 
recent earnings and outlook.” 


C. I., Chicago, Illinois 


Kimberly-Clark Corporation ac- 
cunts for about 25% of the 
woated book paper market and is 
the largest maker of cellulose 
wadding for sanitary pads and 
tissues and numerous industrial 
purposes all of which are 
profitable and basically growing 
markets. 


Earnings in the fiscal year 
ended April 30, 1955 showed a 
16% increase but a slight de- 
trease in sales from the preceding 
year’s all-time record high, and 
development of a new two-year 
series of expansion programs rep- 
resenting the largest growth 
movement since the company’s 
expansion began in 1945. 


Consolidated net earnings were 
$12,846,624 against $11,105,392 
the preceding year. The gain was 
attributed to the repeal of the 
excess profits tax law, since the 
farnings increase amounted to 
$1,741,232 and excess profits 
taxes a year ago were $1,718,900. 


The earnings were equal to 
$2.84 a share on 4,499,578 shares 
of common stock outstanding 
April 30 after a 2-for-1 stock split 
last October. This compared with 
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$2.62 a share on the same number 
of shares the preceding year, 
after adjustment to reflect the 
stock split. 

A further increase in Kimberly- 
Clark common stock outstanding 
is expected to take place late this 
summer after a proposal for the 
complete integration of Kimberly- 
Clark and International Cellu- 
cotton Products Co. is presented 
to stockholders for approval in 
August. 

Kimberly-Clark consolidated net 
sales for the year ended April 30 
were $176,620,376 compared with 
the record $177,281,440 the year 
before. Capital additions to prop- 
erty, plant and equipment during 


the year totalled $4,676,440, 
largely for rebuilding and re- 
placement. 


Some of the company’s major 
expansion plans are already un- 
derway, including construction of 
a new cellulose wadding and con- 
verting plant at Fullerton, Cali- 
fornia, the company’s first pro- 
duction facility west of the Mis- 
sissippi River. Other projects 
started during the year were a 
major program for increasing 
bookpaper production, foreign 
building programs in Great 
Britain and Mexico, and construc- 
tion of a new building at Neenah, 
Wisconsin. 

The current fiscal year gives 
indication of a continuance of 
operations at satisfactory rates 
which should equal or exceed last 





year’s tonnages in all divisions. 
Additional production facilities 
will not be available until late in 
the fiscal year and therefore, will 
be of no benefit until the last 
quarter. The impact of the ex- 
pansion should make itself known 
in the 1956-57 period. The cur- 
rent quarterly dividend is 45 cents 
per share. Growth prospects con- 
tinue favorable. 


United States Plywood 
“Please submit recent earning data 
on U. S. Plywood Corp. and prospects 
for the current year and also dividend 
payments.” S. T., Harrisburg, Pa. 
United States Plywood Corp. is 
the only completely integrated 
unit in the plywood industry. 
Plants are located strategically 
throughout the country. The 
strong uptrend in plywood con- 
sumption and emphasis on de- 
velopment of new products favor 
further sales gains, which should 
be translated into better profits. 
Growth prospects over the long 

term also appear favorable. 


For the fiscal year ended April 
30, 1955 United States Plywood 
Corp. reported net income of 
$7,638,100 equal to $4.07 per com- 
mon share compared with $4.840,- 
200 or $2.70 per share in the pre- 
ceding 12 months. 


Sales totalled $150,565,000 
against $124,067,300 in the prior 
year. 

The latest earnings included 
profits from operations of U. S.- 
Mengel Plywoods Inc., acquired 
November 1, 1954, and Associ- 
ated Plywood Mills Inc., taken 
over last January 17. Also in- 
cluded was the equity in undis- 
tributed earnings of U. S.-Mengel 
Plywoods for the 6 months prior 
to complete ownership. 


Earnings in the current fiscal 
year are expected to show a 
moderate increase over last year’s 
results. 


The 45 cent quarterly dividend 
is expected to continue and an 
extra in stock is possible. 
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What 2nd Quarter 
Earnings Reveal 





(Continued from page 644) 


In the following, we present 
brief analyses of some of the 
more representative earnings re- 
ports which have recently been 
issued: 


U.S. STEEL CORP. In all major 
respects, U.S. Steel Corp.’s_ sec- 
ond quarter of 1955 was the best 
in the company’s history. This 
applies to gross revenues, and net 
income equally. For the period, 
products and services sold were 
$1,094 billion, compared with $840 
million in the corresponding quar- 
ter of 1954. Net income was $105 
million, or more than double the 
$49 million of the June period 
1954. Earnings (adjusted for the 
two-for-one split June 1955) were 
$1.85 and 82 cents a share, respec- 
tively. For the six months’ period, 
ended June 30, earnings were 
$3.10 a share, compared with 
$1.56 a share. The rise in earn- 
ings in the second quarter oc- 
curred against a background of a 


94.4% operating rate in the June 
quarter, against 85.5% the pre- 
vious year. The operating rate in 
the September quarter will prob- 
ably decline to about 90% to ad- 
just for the vacation period for 
workers and necessitous repair 
work at the mills. Nevertheless, 
the demand for steel remains so 
strong generally that the modest 
decline in production expected for 
the third quarter is of minimum 
significance. While wages have 
been increased substantially, it is 
believed the 5.8% increase in 
prices will at least offset the 
higher costs entailed by the new 
wage set-up. With the operating 
rate expected to continue at 
around 90% in the final quarter 
of the year, it would seem that 
since the new higher prices for 
steel have fully offset higher wage 
costs, earnings in each of these 
periods should correspond more or 
less to those of the second quar- 
ter. This would bring the final 
half earnings up to the $3.50- 
$3.75 a share level. Consequently, 
Steel’s earnings for the vear 1955 
should be in the neighborhood 
$6.50 a share. The present 50-cent 
a share dividend on the split 
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DATED JULY 1, 1955 


Allen & Company 





This announcement ts neither an offer to sell nor a solicitation of ar offer to 
buy any of these Debentures. The offer is made only by the Prospectus. 


$20,000,000 
FOREMOST DAIRIES, INC. 


44% Subordinated Debentures 






foremost Due JuULy 1, 1980 


The Company is offering to exchange part of the Debentures for outstanding 
First Preferred Stock of Philadelphia Dairy Products Company, Inc. and the 
Underwriters are offering to sell the balance of the Debentures to holders of 
certain classes of Preferred Stock of Foremost Dairies, Inc. Both offers expire 
on August 31, 1955. The Underwriters may, during this period, offer De- 
bentures pursuant to the terms and conditions set forth in the Prospectus. 





Price 105% plus accrued interest 


Copies of the Prospectus may be obtained in any State only from such 
of the several Underwriters named in the Prospectus and others 
as may lawfully offer these securities in such State. 


Salomon Bros. & Hutzler 





August 11, 1955 
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shares is obviously quite consey.{—— 


vative in view of the earning; 
that are piling up. 


GENERAL MOTORS Corp 
The largest quarterly and firs 
half earnings in its history hay 
been recorded by the giant auto. 
mobile manufacturer. Sales for 
the June quarter totalled $3.4 pj. 
lion compared with the March 
quarter sales of $3.1 billion. The 
profit margin advanced from 9.9% 
to 10.3%. At the same time, earn. 
ings rose to $3.79 a share com. 
pared with the first quarter eam. 
ings of $3.33 a share. For the first 
half, earnings rose to the aston. 
ishingly high figure of $7.12 4 
share. All but 814% of sales were 
civilian, defense orders having 
shrunk from 25% of the total of 
recent years. 

The total output of cars ani 
trucks by domestic and foreign 
plants of the company were 
1,385,497 in the June quarter, a 
record. In the first quarter, output 
was 1,244,059 cars and trucks, 
The company manufactured 2. 
629,556 units in the first half. 
against 2,020,421 in 1954. Produe- 
tion in the third quarter, thus far, 
continues at a remarkably high 
pace but a let-down is expected 
shortly. New models will be dis- 
played earlier than ever this year 
and this is expected to influence 
the volume of sales in the fouith 
quarter. It is probable that earn- 
ings in the third quarter will be 
less than those reported in the 
second quarter. The fourth quar- 
ter earnings outlook cannot be 
estimated with any degree of at- 
curacy but the remarkably sus- 
tained demand from the public for 
new cars would seem to indicate 
that the momentum will carry 
over in the final period. In any 
case, it is not difficult to envisage 
that earnings for the full year wil 
be considerably in excess of 1954. 
In the final half of last year, the 
corporation earned the impressive 
total of $4.27 a share. Should 
earnings for the final half of this 
year come up to this figure, eart- 
ings for 1955 should be in the 
neighborhood of $11-12 a share, 
compared with $9.06 a share il 
1954, Dividends were recently it- 
creased to $1.50 a share, qual: 
terly, giving generous response t0 
the higher earnings. 

MONSANTO CHEMICAL C0. 
On an increase of nearly $40 mil- 
lion in sales for the first half 
bringing the total for the perio 
up to $207 million, the company 
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New Economic Vistas 
Opened By Outstanding 
Regional Developments 


———- 





(Continued from page 635) 


Bur.ey tobacco crops for a chance 
to work in a brand-new synthetic 
rubber plant built by du Pont and 
a sprawling appliance factory 
erected by General Electric. 
Louisville alone now has 35 plants 
that employ 500 or more people 
and industry has replaced agricul- 
ture as the top source of income in 
Kentucky. 

Much farther south, Texans 
have set up community groups, 
which have had unusual success 
in luring industry from other 
parts of the nation. Aircraft alone, 
concentrated in and around Fort 
Worth and Dallas, employ over 
40,000 people. 


Making the Desert Bloom 


The population upheaval that 
brought more than 5 million new- 
comers to the Far West since the 
outbreak of World War IT is a 
familiar story, but many reople 
who flowed into Los Angeles and 
other major cities of that region 
have gone into the desert. They 
hve found employment in the 
Mojave Desert’s cement plants, a 
new steam plant and exnanded 
manganese mine in the Nevada 
Desert, the Molybdenum Corp. of 
America’s new “rare earth” mine 
at Mountain Pass, Calif., a guided- 
missile plant and a Douglas Air- 
traft experimentation plant at 
Tueson. Jobs also have become 
available at new aviation, elec- 
tronics and “smokeless industry” 
plants at Phoenix, and at Magma 
Copper mine, mill and smelter at 
San Manuel, Ariz. 

Year-round resorts, surrounded 
by lavish desert estates, have 
risen in California’s Apple Valley, 
along the 30-mile-long Salton Sea 
(239 feet below sea level) and at 
Arizona’s Scottsdale and Paradise 
Valley, near Phoenix. New hous- 
Ing developments have mush- 
roomed in the Mojave and in the 
Colorado Desert, across the floor 
of the Las Vegas Valley and out 
for miles on all sides of Tucson 
and Phoenix. 

Vast areas of the desert have 
turned green with new water wells 
and hundreds of miles of new ir- 
tigation canals. Fertility of soil 
and year-round growing season 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


250,000 Shares 


Scudder Fund of Canada Ltd. 


Common Shares 


(par value $1.00 per share ) 


Price $43.92 per Share* 


*Price for single transactions of less than 1,000 
shares. Prices are scaled down for single trans- 


actions involving greater numbers of shares 





August 3, 1955. 


Copies of the Prospectus may be obtained in any State only 
from such of the severul Underwriters, including the under 
signed, as may lawfully offer the securities in such State 


LEHMAN BROTHERS 











give desert agriculture an inten- 
sity and diversity unknown to the 
Midwest. In California’s Imperial 
Valley, grains, co‘ton, lettuce, 
sheep, flax, cattle 1d carrots can 
be raised side by side. Formers 
change their crops to meet altered 
market conditions. Water can be 
ordered by telephone — a call 
brings it sluicing through laterals 
from the All-American Canal, 
which stretches 80 miles to the 
Colorado River. 

Civilians have come in increas- 
ing waves to the American des- 
erts, where the pioneering w’s 
done by the military establish- 
ment. Reclamation of the desert 
got started with World War II. 
The military and the aircraft in- 
dustry, seeking space for ma- 
neuvers and testing, as well as the 
desert’s clear, dry weather and 
year-round sunshine, were the 
first to move out in expansive 
style. They sank hundreds of 
wells and established service in- 
stallations. There were air-force 
bases in the Mojave, a naval test 
station near Inyokern, an army 
camp at Barstow, a series of Ma- 
rine Corps bases and other install- 
ations at scattered points in the 
deserts. At Frenchman Flat, 70 


miles north of Las Vegas, the 
Atomic Energy Commission set 
up its nuclear-weapons test site. 

With the increasing pool of 
skilled workers, payrolls are 
swelling at desert plants. War- 
time installations, now perman- 
ent, compete for workers with 
newer desert arrivals, such as the 
complex of chemical and metal 
plants at Henderson, Nev. Air- 
craft workers, fleeing the conges- 
tion and smog of Los Angeles, 
find work with Northrup, Lock- 
heed or North American at new 
assembly and testing plants on the 
Mojave. 


The Uranium 
Boom 


To the seasoned investor, uran- 
ium conjures up a picture of com- 
panies that are over-capitalized, 
shoe-string operations, unsavory 
promoters and highly risky ven- 
tures. But to people on the site, 
the uranium boom is real. Reason 
is that there is a great deal of the 
mineral to be found and vigorous 
propsecting has uncovered many 
profitable deposits. The A. E. C. 
has given a type of public guaran- 

(Please turn to next page) 
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The JULY MID-YEAR EDITION of 
GRAPHIC STOCKS 


is now available 
Over 


1001 CHARTS 


Give a complete market history of virtu- 
ally every stock actively traded on the 
New York Stock Exchange and the 
American Stock Exchange for over 11 
years to July 1, 1955. 


Shown are: 


% Monthly Highs and Lows 
%& Monthly Volume of Trading 
% Annual Earnings 

% Annual Dividends 

% Latest Capitalization 

%& Stock Splits - Mergers - etc. 


To trade wisely you need this Mid-Year 
edition of GRAPHIC STOCKS, which 
shows the amazing changes in the stock 
market in the last few months. 


Order Today for Prompt Delivery 
SINGLE COPY (Spiral Bound) $10.00 
ANNUAL SUBSCRIPTION 

fee $50.00 
ALSO: Rare Edition of Graphic Stocks 


showing monthly range from 1924 to 1935 
inclusive, so long as they last.........$15.00 


SPECIAL OFFER: Rare Edition (1924-1935) 
and Current Edition, both for only..$20.00 


F. W. STEPHENS 


87 Nassau St., New York 38 
Tel.: BE 3-9090 














ALLEGHENY LUDLUM STEEL CORPORATION 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of 
Allegheny Ludlum Steel Corporation held today, 
July 28, 1955, a dividend of sixty cents (60¢) 
per share was declared on the Common Stock 
of the Corporation, payable September 30, 1955, 
to Common prose Ro of record at the close 

of business on September 1, 1955. 
The Board also declared a 
dividend of one dollar nine and 
three-eighths cents ($1.09375) 
[NL er share on the $4.375 Cumu- 
ative Preferred Stock of the Cor- 
poration, payable September 15, 
1955, to Preferred stockholders 
of record at the close of business on September 
i, 3595. 
S. A. McCaskey, Jr. 
Secretary 




















PLYMOUTH J DE SOTO 
DODGE 4 r Sf, CHRYSLER 
noe 
‘ 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION! 








DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of seventy- 
five cents ($.75) per share on the 
outstanding common stock, payable 
September 13, 1955 to stockholders 
of record at the close of business 
August 15, 1955. 


NICHOLAS KELLEY, Jr., 
Secretary 

















New Economic Vistas 
Opened By Outstanding 
Regional Developments 





tee to producers that runs until 
1962. It means the industry is as- 
sured of a steady customer for 
years to come. 

The main uranium area is 
sometimes called the Colorado 
Plateau and sometimes the Four 
Corners area. The “corners” are 
made by junction of four states— 
Colorado, Utah, Arizona and New 
Mexico. Total area in which some 
uranium has been found is prob- 
ably 400,000 to 600,000 square 
miles. Few really large deposits 
have been found and no huge de- 
posits of the 100-million-ton class. 
Anaconda and Atchison, Topeka 
and Santa Fe appear to have the 
only large deposits of commercial 
ore yet found in the country. 
These are in New Mexico. 

A get-rich quick fever has 
struck this vast region, where the 
Piper Cub and the Geiger counter 
are in strong demand. It is an 
area in which management prob- 
ably is more important than ore. 
Searcity of good business man- 
agement may force more mergers 
than lack of earnings or capital. 


Taconite to the Rescue 


Less glamorous but no less im- 
portant is the taconite develop- 
ment in the Lake Superior region. 
Unaccompanied by the hoopla of 
the uranium quest, such top com- 
panies as United States Steel, 
Bethlehem, Republic and Armco 
are injecting new life and activity 
into the area. With the rich ores 
of the region running out, it is 
somewhat reassuring to these 
steel producers to have developed 
overseas reserves of iron ore. The 
industry, however, long has re- 
cognized the need for an adequate 
domestic supply of raw material 
and this has led to the develop- 
ment of a new industry—the min- 
ing and processing of taconite, 
the low-grade ore that surrounds 
the Lake Superior district. 

On the Mesabi range, it is esti- 
mated there are 5 billion tons of 
usable taconite, enough to pro- 
duce 1.7 billion tons of concen- 
trates, almost as much iron as all 
the ore shipped in the history of 
the Lake Superior district iron 
ranges. It is conceivable that 
“manufactured” iron ore from 
the taconites of Minnesota and 
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iron and steel industry than th 
Menominee, the Marquette, th 
Gogebic and other ranges, excep miiat. 
possibly the Mesabi, put together in all) 
This outlook explains why therdivher 
is such great activity, especiallfantia 
along the Mesabi, in readying théntial 
taconite industry for its birth omfpoduc 
a commercial scale. and b 

After several years of experifundre 
mental work, engineering anifias” 
pilot-plant operation, work haf pyro, 
gotten under way on several mafhache 
jor taconite projects at a cost, oing 
thus far, of about $500 millionfryude- 
Reserve Mining Corp., jointlbiities 
owned by Republic and Armco, isheale. 
spending on the order of $18)bjread 
million to develop its mining proj-Mard ( 
ect at Babbitt, Minn., where ref a ¢ 
serves are figured at 1.5 billionknery 
tons of taconite, and in the conhg4-m 
struction of a processing planthi| to 
Near Aurora, Minn., the Eriefodge 
Mining Co., owned by Bethlehemfkelds, 
Youngstown Sheet & Tube, Inter-yort} 
lake Iron and Steel Co., of Calsiona 
nada, has had a small-scale tacofiine 
nite plant in operation for sevetfiases 
years. By 1957, Erie expects to ber L¢ 
in large-scale commercial profplant 
duction of taconite pellets withIiy Ja 
the opening of a new plant near a 
Aurora, costing about $300 mil-fblant 
lion. Willis 
Inc 
regio 


have 
From Eastern Montana across},,;. 


prairie and badlands into thefiog 
Western Dakotas and northward Raily 
into portions of the Canadian pro-fyoy), 
vince of Manitoba and Saskatche- Dake 
wan lies a 120,000-square mile Nort 
area known as the Williston Ba- 


Williston Basin Boom 


: : fata in ot 
sin. Estimates of the oil riches deve’ 
here have been revised steadily cross 


upward over the years as dozens} 4) 
of additional fields have been dis-fijyq, 
covered and crude oil reserves}ing 
now are calculated to be far In},,) 1 
excess of 2 billion barrels. The} 1, 
volume of natural gas deposits},,). 
has yet to be measured, but the}j9,. 
term “fabulous” is frequently fing, 
heard. trea 

From the inevitable rush of fdoc 
leasing activity and drilling by oliec 
“wildcatters,” operations have fio, 
settled down to careful explora pan 
tion and drilling, largely by such 
top companies as Amerada, Mid- J 
Continent Petroleum, Montana- lay 
Dakota Utilities, Shell, Standards. 
Oil of California, Standard Oilf }, 
of Jersey, through its Carter Oil Bas 
















earing 
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COMA 
to the 
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Xcepigiliate; Sun Oil, and Texas Co. 
ether, all probability it will take an- 

Netither few years to develop sub- 
clallfantially the Williston Basin po- 
ng thélential. This may one day be a 
rth 0 producing capacity of many thou- 
and barrels of crude and several 





New Economic Vistas 
Opened by Outstanding 
Regional Developments 






















xperifundred million cubic feet of “wet 
; aniias” daily. 

: haf Production, long before it 
al ma- 






eaches these ultimate figures, is 
wing to require pipelines and 
rude-oil and gas-processing fa- 
ilities on a steadily expanding 
wale. First steps in this direction 
slready have been taken by Stan- 
jard Oil of Indiana’s construction 
f a $15 million 30,000-barrel re- 
inery at Mandan, N. D., and a 
64-mile pipeline to bring crude 
il to the refinery from Beaver 
Lodge, Tioga and other producing 
fields. Also rearing up against the 
North Dakota sky near Tioga is 
Signal Oil & Gas’ natural gaso- 
line plant for the processing of 
gases from North Dakota’s Beav- 
x Lodge and Tioga fields. This 
prOBlant, which went into operation 
within late 1954, is merely the first 
- Nealiof a series of gas-processing 
) milblants that will one day dot the 
Williston Basin. 
Industry, too, is coming to the 
region. Old-line oil-supply firms 
have come into the area. All of 
this has created heavier freight 
traffic for the Northern Pacific 
Railway, whose extensive net- 
work covers nearly all of North 
Dakota and traverses Montana. 
Northern Pacific stands to gain 
In Other ways from the Williston 
development. Its land grant area 
trosses the south-central portion 
if the basin. These holdings in- 
tude fee lands and lands with oil 
and gas rights, the combined to- 
tal being about 3 million acres. 
Influx of drilling crews, new 
housing developments, ware- 
houses and commercial buildings, 
logether with new industries, has 
treated a growing demand for 
lectricity and natural gas, sup- 
tied by Montana-Dakota Utili- 
ties Co. To keen pace with ex- 
banding gas and electricity con- 
sumption, M-D expended about 
$10.5 million last year and an out- 
ly of $7.5 million is expected 
for this year. 
Indeed, folks in the Williston 
Basin have struck it rich—the 
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PEACE and the 
AIRCRAFT STOCKS 


HE easing of international tensions has brought the aircraft stocks down from 
the highs of a few months ago. Yet, air power is still the cornerstone of U. S 
military strength, the first line of defense or retaliation. What are the prospects 
for the aircraft industry in the more friendly world climate that now seems to 
prevail? And how will each company be affected by renegotiation, heavy emphasis 
on the newest planes and guided missiles, cutbacks on older models? 


Every investor should see the new 64-page edition of The Value Line Investment 
Survey which analyzes current and long-term trends in the aircraft industry, gives 
a full-page Rating & Report on each company and an objective current appraisal 
of each stock as (I) Especially Underpriced, (Il) Underpriced, (III) Fairly 
Priced, (IV) Fully Priced, or (V) Overpriced. 


SPECIAL: You are invited to receive, at no extra charge under this Special 
Introductory Offer, this 64-page issue covering Aircraft, Airline, Automobile, Truck 
and Agricultural Equipment stocks. In addition you will receive in the next four 
weeks new reports on over 200 major stocks and 14 industries to guide you to 
safer and more profitable investing. Your bonus issue analyzes 43 stocks, including: 


United Aircraft General Motors Boeing North Amer. Aviation 
Fairchild Engine Eastern Air Lines Douglas Pan American Airways 
American Airlines Bell Aircraft Lockheed Studebaker- Packard 
Gen’l Dynamics Curtiss-Wright Grumman Trans World Airlines 
Int'l Harvester Martin (Glenn L.) Chrysler Minneapolis-Moline 
Allis-Chalmers United Air Lines Deere and 20 others 


$5 INTRODUCTORY OFFER* 

Includes 4 weekly editions of the Value Line Survey—with a full-page Rating 
& Report on each of 200 stocks and 14 industries. It includes also a new 
Special Situation Recommendation, Supervised Account Report, 2 Fortnightly 
Commentaries, and 4 Weekly Supplements. (Annual subscription $120.) 

BONUS: You will also receive under this Special Offer at no extra charge the 
new 12-page Summary-Index giving current Value Line advices, yields and future 
price expectancies on all 700 stocks under supervision. *New subscribers only. 
Name 


MN Fe cae bac obchReesn Ckdh esa ebane ted bees Oiekee wen hha’ wd 
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The Value Line Survey is now used by over 13,000 individual 
and institutional subscribers throughout the world, including 
hanks, trust companies, insurance companies and universities 


Send $5 to Dept. WS-6 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 


THE VALUE LINE SURVEY BUILDING 
5 EAST 44TH STREET, NEW YORK 17, N. Y. 

















— folks, that is, but the big 





CONTINENTAL 
Cc CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable October 1, 1955, to 
stockholders of record at the close of 
business September 15, 1955. 

LOREN R. DODSON, Secretary 








AtlasCorporation 


33 Pine Street, New York 5,N.Y. | 
| 





Dividend No. 55 
on Common Stock 





| 
| 
A regular quarterly dividend of 50¢ 
| er share has been declared, payable 








September 20, 1955 to holders of 
record at the close of business on 
August 26, 1955 on the Common 
Stock of Atlas Corporation. 

Wa crter A. Peterson, Treasurer 
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oil companies that have put tens 
of millions into the region have 
(Please turn to next page) 
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a long way to go before worth 
while profits can be had. Farmers 
with money in their pockets keep 
cash register jingling merrily in 
Williston, N. D. Money obtained 
from their acres leased to oil 
prospectors has gone into cars 
and appliances. Bank deposits set 
new record highs even though 
wheat-growing, traditional main- 
stay of the area, isn’t what it used 
to be. And job opportunities 
abound. 

Probably one of the outstand- 
ing growth areas of the entire 
nation is Washington State, 
where a dynamic and diversified 
economy has been built since the 
big war. There has been enor- 
mous expansion in power facili- 
ties, lumber, farming, commer- 
cial fishing, manufacturing and 
national defense activities. 
Growth now is being stimulated 
anew by the oil pipeline stretch- 
ing down from Canada and the 
recent building of two large oil 
refineries. Natural gas also has 
been introduced into the area. So 
far-reaching and complex is the 
growth of this section of the 
country that it would take an en- 
tire article to assay. A measure of 
the industrial upsurge here may 
be gleaned from the fact that 
there is more employment in the 
Spokane area now than at the 
peak of World War II and more 
people are moving in all the time. 
Washington Water Power Co., as 
another illustration, is looking in 
several directions for new sources 
of power. A _ 385,000-kilowatt 
Noxon Rapids dam is being pro- 
posed for development on the 
Clark Fork River, 25 miles up- 
stream from the company’s Cabi- 
net Gorge dam. The first two 
generators at Noxon could pro- 
duce power by 1959 and two 
more could complete the $85 mil- 
lion project by 1960. Throughout 
the Pacific Northwest, rates for 
hydro-generated electricity are 
relatively low compared with 
most of the country. 

We have dealt in the foregoing 
largely with the super-boom areas 
of the West, but the South also 
has been undergoing an upheaval 
that has brought new ways to 
that part of the country. As an 
example, South Carolina employ- 
ment now is about equally divided 
between industry and agriculture, 
whereas only a short time ago 
cotton was the basis of the econ- 
omy. About 1,000 new factories 
have come into the state in the 
past decade. Charleston, one of the 
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great ports of the East Coast, 
has gained a wide range of new 
industries. 

Construction of the multi-bil- 
lion-dollar Atomic Energy Com- 
mission plant at Aiken, S. C., has 
brought thousands of farm hands 
and small-town dwellers into the 
area. Presence of this installa- 
tion, known as the Savannah 
River Project, has boomed sales 
of South Carolina Electric & Gas. 
Private industry also is providing 
new opportunities. American Cy- 
anamid has acquired a 1,100-acre 
tract near the capital city of Co- 
lumbia for the construction of a 
new synthetic fiber plant. Atlan- 
tic Coast Line Railroad has open- 
ed a huge tract of land on the 
outskirts of Columbia for indus- 
trial development. Seaboard Air- 
line Railroad has announced a sim- 
ilar project in connection with 
other private interests at a site 
also adjacent to the city. 

South Carolina, of course, is 
outstanding, but the pattern of 
swift growth is familiar through- 
out the Southeast. Construction 
contracts in that part of the coun- 
try during the first half of 1955 
were the second highest on record, 
totaling an estimated $1,384,000,- 
000. Dollar volume of retail stores 
in the region was more than $1 
billion greater in the first half 
than the like 1954 period. 

Atomic energy developments 
have energized other areas, too. A 
nuclear empire is rising in the 
Ohio River Valley, stretching 
from the atomic power plant at 
Shippingport, Pa., near the riv- 
er’s head, to the electric power 
plant at Joppa, IIl., near its junc- 
tion with the Mississippi. Other 
installations are scattered 
through Southern Ohio and Indi- 
ana, where the river borders 
those states. A 1.2 billion “‘gaseous 
diffusion” plant which will separ- 
ate fissionable uranium atoms 
from the non-fissionable kind is 
to be completed near Portsmouth, 
Ohio, by next year. It will be the 
latest in a string of atomic in- 
stallations along the green, placid 
Ohio Valley. About half of the 
A. E. C. total $8 billion plant in- 
vestment will be concentrated in 
the valley and at Oak Ridge, 
Tenn., a couple of hundred miles 
away over the Kentucky and Ten- 
nessee hills. 

The coming of the atomic plant 
to a site 20 miles north of Ports- 
mouth has had an explosive effect 
on the local countryside. It has re- 
versed startingly a 20-year popu- 
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lation shrinkage. The usual pat 
tern of humming cash registeng, grov 
and new housing developmentsfiliy 1 
traffic jams and night life are ref. ‘yo! 
peated. why 
In the foregoing, we have deal 
with remote and rural areas thaj 
have been caught up by the “ney her 
look” in industry, mining an rince 
agriculture. However, there jj out! 
little indication that these new jled 
growth areas have burgeoned at trott: 
the expense of older, more settle eeay 
regions, as was the case in the hes 
loss of the New England textile i 
industry to the Southland. Tht. 
Great Lakes area, long rich ing 
wide variety of industry, is wit. 
nessing a record boom, highlight. 
ed by new plant sites for such top 
companies as Borg-Warner, Gen. 
eral Electric, A. O. Smith, Dow 
Chemical, Caterpillar Tractor, Al. 
lied Chemical, Magnavox, Granite 
City Steel and hundreds of others}. 
Philadelphia and the Delawanf, 
River Valley area likewise arelf, 
attracting hundreds of new plants 
and there has been a tremendous, 
suburban growth and urban rede 
velopment. Bon | 
To sum up, the boom has reach ¥ o . 
ed into every phase of the econ§\ >" 
omy and penetrated into region 
which had never known the hum 
of factory or the working of mineff, 
and given a new lift to areas that 
were languishing. For those see. 
tors of the country, it is laying thf 
foundation of an ever broader 
and stronger economy. 
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25 Companies With 
Exceptionally Rapid Growth 





(Continued from page 639) 


record, that the discounting proc: 
ess has been going on for a very} 
long period and that in the proc 
ess prospects for several, if notf, 
more years, ahead have 
quite liberally reflected i 
market price. Looking at these 
issues again, but this time from 
the yield standpoint, it will be 
seen that at current prices they 
are actually yielding less, on aver- 
age, than they did before theirf {U2 
most recent advance of the past 
two years. 

In the second group (B), the “ 
discounting process has not gone? 
nearly as far, on average, as calf 
be seen from a comparison of 
price x earnings ratio and yields ft 
On the basis of these standards". 
issues in group (B) would seem afer 
to possess larger market poten}' 
tials than those in group (A). FP" 
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Let us proceed from there to 
il patflyamine a company that typifies 
Bistenf, growth situation, yet has not 
mentsiully reflected, in our judgment, 
Are Yehts potential. Federated Depart- 
ment Stores qualifies as such a 
mpany. While there is scant 
jynamism in the mercantile field, 
here numerous merchant 
winces have clung to the death 
» outmoded sites and sought so- 
© Nevialled Fair Trade legislation to 
ned ainrottle competition, there is no 
settleifiecay in Federated. The company 
te theioes an annual business well in 
<a xcess Of $500 million and is plan- 
h héhing to boost that total by 40% 

 @ithin a decade. This is a modest 
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via target for a company which dou- 
\ghtiied its volume in the last 10 
> ears. 
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Another Strong Growth Company 


The fields (and they are many) 
in which National Lead Co. is a 
factor are far removed from Fe- 
erated, but here again is an ex- 
ample of a growth company which 
has not fully reflected the bur- 
yeoning nature of the business. 
Also like Federated, this is an in- 
vestment-type stock backed by 
strong trade position, consistent 


reach- 
econ- 


egions : Si; 
a aarnings growth, long dividend 
° mies record and sound, conservative 
s thaguancial policy. Longer-term 


srowth potentialities are enhanc- 
ng they! by its expansion and diversifi- 
roader ation program, together with its 
__pyppsition in the growth field of ti- 

nium. National Lead also occu- 
H bies an important position in the 
owtl feld of atomic energy through 

the operation of an A. E. C. raw- 

materials development laboratory 
39) bend a plant for the production of 
lranium metal. 

While somewhat limited by ris- 
ing costs and increased taxes, 
if not earnings growth has followed the 

peenp tong long-term growth trend in 
n the ales. Its expansion and diversifi- 

these{tion program in recent years 

from has been accompanied by an im- 
1] befovement in operating margins. 
5 they There are a number of other 
aver: ‘companies that deserve ranking 
theirfUal with or even superior to 

e past Federated and National Lead. 
Their selection merely was offer- 

), the Hl as an example and not as a 
- gonepiority. We have dealt here with 
as cank owth companies, over-discount- 
on of d and not fully reflected. In the 
vieldsf°xt issue of the Magazine, it is 
dards," intention to cite those com- 
geemp2nies which, in our judgment, 

poten: fer the greatest opportunity for 
A), Puce appreciation. END. 
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What 2nd Quarter 
Earnings Reveal 





(Continued from page 668) 


showed net income of $16.4 mil- 
lion against $11.5 million for the 
same period last year. This 
brought earnings on the common 
stock (split recently on the basis 
of 2-for-1) up to $1.02 a share 
compared with 71 cents a share. 
In view of the strong demand for 
the company’s products, it is ex- 
pected that it will be possible to 
show earnings for the full year at 
around $2-$2.25 a share. This 
would be approximately in the 
range of 1954’s earnings. Now 
that the stock has been split, the 
directors will probably desire to 
increase the cash dividend rate on 
the new stock moderately. The old 
rate was 6214 cents a share. 


ENDICOTT JOHNSON CORP. 
For the fiscal 6 months ended 
May 29, the company showed 
sharp recovery in earnings. Net 
income was $1.18 million com- 
pared with $843,000 for the cor- 
responding period of 1954. This 
amounted to $1.66 a share com- 
pared with 99 cents a share in 
the former period. Inventory ad- 
justed credits always important 
in this industry, accounted for 
$305,000 of stated profits for the 
first half. The shoe industry itself, 
of which this company is a prin- 
cipal producer, is benefiting from 
the general rise in consumer ex- 
penditures which has been taking 
place for the past year. Moderate 
sales gains are expected for the 
balance of the year, continuing 
the trend established in the first 
half. On the basis of recorded 
earnings and those in prospect it 
is probable that the company will 
earn considerably in excess of the 
amount reported for 1954 (fiscal 
year ends Nov. 30) which was 
$2.28 a share. The regular 40- 
cent quarterly dividend should be 
maintained. 


LIBBEY - OWENS - FORD 
GLASS CO. The company stated 
that it had record sales for the 
first half. While actual figures 
were not given (only annual to- 
tals are published) net profit 
made a spectacular gain in the 
period from $13 million to $20 
million. In 1953, for the first half 
it earned only $8.5 million. On a 
per share basis, earnings for the 





Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 
way Stores, Incorporated, on 
August 2, 1955, declared the 

7 following quarterly dividends: 

60¢ per share on the 

4 $5.00 par value Com- 

A mon Stock. 

1 $1.00 per share on the 
4% Preferred Stock. 
$1.07!4% per share on 
the 4.30% Convert- 
ible Preferred Stock. 

Common Stock dividends and 

4] dividends onthe 4% Preferred 

4 = Stock and 4.30% Convertible 
Preferred Stock are payable 

October 1, 1955 to Stockhold- 

ers of record at the close of 

business September 14, 1955. 

DRUMMOND WILDE, Sec. 
August 2, 1955 




















YALE & TOWNE 
DECLARES 270th DIVIDEND 


& 75¢ PER SHARE 
“) On July 28, 1955, 
i tf = Tt dividend No. 270 
\j peekn of seventy-five 
f em | cents (75¢) 

H fl per share was! 
Y 6s declared by the Board | 
a2 of Directors out 


of past earnings,| 
payable on| 

Oct. 1, 1955, to 
stockholders of record 
at the close of business} 
Sept. 9 1955.| 
| 





F. DUNNING 


Executive Vice-President and Secretary 
THE YALE & TOWNE rc. co. 


Cash dividends paidin every year since 1899 








first half were $3.85 compared 


+ 





with $2.52 a share in the corre- 
sponding period of 1954. Though 
taxes increased almost $10 mil- 
lion, the greatly increased gross 
profit of $16.6 million was suf- 
ficient, despite taxes, to raise net 
income 52.9%. The company re- 
ports that orders increased for 
the half. The outlook indicates 
that very large earnings will 
again accrue in the final half. 
It is apparent that earnings of at 
least $6.25-$6.50 a share will be 
shown for 1955. This compared 
with $4.64 a share in 1954. END 
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How Long Will 
Building Boom Last? 





(Continued from page 648) 


a rise in construction costs along 
with a trend to larger and more 
expensive homes. We shall deal 
with this element subsequently. 

Whatever 1956 may hold, con- 
tractors checked are looking for- 
ward in the last half of 1955 toa 
continuance of the brisk business 
pace that prevailed in the first 
half. Contractors engaged in 
heavy construction thus far this 
year have signed contracts on an 
average that is 39% ahead of the 
year-ago rate and 19% above the 
previous high mark, set in the 
first half of 1953. Prime mover 
for their boom this year is pri- 
vate construction, which is up 
52% from last year and 29% bet- 
ter than record 1953. Mass hous- 
ing contracts are up a blistering 
60% from 1954. Industrial work 
is running ahead by 31%. State 
and local contracts are up 13% 
and 4% ahead of the old peak of 
1953. 

Brightest spot in the industry 
in the decade-long boom has been 
the strong demand for homes. In 
1949, the housing people, for the 
first time, topped a million starts. 
The next year they set the still- 
standing record of 1,396,000 
starts. Since then, they have rang- 
ed between 1,091,000 in 1954 and 
1,215,000 last year. In a business 
that deals these days only with 
superlatives, there is a general 
feeling that the total of housing 
starts this year will not quite 
topple the 1950 record, but it will 
be close. 

Notwithstanding the Govern- 
ment’s move this summer to boost 
down-payments and shorten the 
payoff period, the growing stake 
of Uncle Sam in the housing busi- 
ness is stirring fears among many 
private lenders. Oddly enough anx- 
iety along these lines was voiced 
by a spokesman for the Pruden- 
tial Insurance Co. of America, 
which recently made a deal to 
borrow from banks around the 
country to help finance future 
purchases of mortgages. Yields 
range from 4% to 514% and the 
liberalized Government guaran- 
tees make mortgages “as safe as 
Governments.” 

If any sharp letdown in the 
real estate market were accom- 
panied by an outbreak of fore- 
closures on Government-insured 
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mortgages, there could be a heavy 
drain on Federal funds. F. H. A. 
now stands behind some $18 bil- 
lion of mortgage and repair loans 
plus another $4 billion in future 
commitments. In case of fore- 
closure, it takes over the property 
and issues the lender a debenture 
running up to 20 years. The V. A., 
responsible for $12 billion of 
mortgage credit, simply takes 
over the property and pays off the 
lender directly and immediately. 
That explains the avidity with 
which banks seek to make G. I. 
loans. The V. A. figures in about 
28% of the housing starts so far 
this year. That’s eight percentage 
points above a year ago, 16 points 
above 1953 and 15 points higher 
than in 1950. From January 
through June this year, 330,000 
applications for home-loan guar- 
antees came into V. A. offices for 
a 67% rise from the year-ago 
period. 

Those who are forecasting a 
decline in home-buying might well 
give added attention to this situa- 
tion. After all, the number of ex- 
servicemen eligible for such loans 
constantly is shrinking and the 
loan deadline is July, 1957. In the 
meantime, the uptrend in the 
Government stake is likely to con- 
tinue. For one thing, mortgage 
money for conventional, non-gov- 
ernment-backed loans is getting 
tighter. Tougher terms prompt 
more home-buyers to seek Federal 
underwriting. The V. A. interest 
rate of 444% and the F. H. A. 
rate of 416% plus a 12% insur- 
ance premium are both below 
rates on conventional mortgages. 
Down-payments are often lower 
and mortgage terms stretch long- 
er on the insured loans. 

Also in this multi-billion-dollar 
league with the V.A. and F.H.A. 
although not on _ nearly = so 
grand a scale, is the Public Hous- 
ing Administration. That agency 
is backing more than $2.7 billion 
of local housing authority obliga- 
tions on low-rent housing proj- 
ects. That’s some $300 million 
more than a year ago, $1.1 billion 
more than two years ago and 
about $2.3 billion more than in 
both mid-1950 and mid-1946. The 
Federal National Mortgage Asso- 
ciation, which functions as a sec- 
ondary market for Government- 
backed mortgages, now holds 
nearly $2.6 billion of them. A 
year ago, Fannie Mae, as it is fa- 
miliarly known, held about $2.5 
billion, five years ago about $1.1 
billion and nine years ago a mere 
$6.4 million. 


As stated at the outset, som 
slowdown in housing is to be ey 
pected in certain areas, especial} 
where construction volume oy; 
runs local needs. Slackened ¢ 
mand has been noted in su¢ 
cities as Dallas, Jacksonville, 
Francisco and Portland, Ore, 
factor in many places where de 
mand has dwindled has been thd 
summer season, traditionally , 
time of curtailed house-hunting 
On the other hand, such cities a; 
Detroit, St. Louis, Chicago ané 
Cleveland find the demand fy 
homes is brisk. In the matter ¢ 
rental housing, there are sign 
that space is plentiful and renta 
are being trimmed. Offers of con 
cessions, ranging to three month; 
of free rent, are available in the 
New York area. 


Costs Are Inflated 


If the figures set down in the 
foregoing were accepted as the 
whole story, they would present 
a distorted record of real com 
struction activity. They need to 
be whittled down by allowance 
for increased construction costs 
for population growth and for the 
growth in the economy as a whol, 
When this is done, building ac 
tivity is not the rip-snorting, ree. 
ord-breaking boom it appears t 
be. Eliminating the effect of ir 
creases in costs, for example, de 


AY 
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flates considerably the dollar vol 


ume of post-war expenditures, 
Viewed at this summer seaso 


the construction industry is oper 
ating at peak levels, although resi date. 
dential business has declined in af 
few areas. There has been a sharp 
reversal of the downtrend in in§ 
dustrial construction which fol 


lowed the Korean War. The up 


turn that took hold this year hasfl | 
been broadly based. Contracts for 


new residential construction have 
continued to show large over-all 
increases. Apartment building at- 
counted for a smaller proportion 
of residential building in the first 
half of 1955 than in any corte 
sponding period on record. Every 
major category of constructiol 
showed increases over last yeal. 
most of them substantial. 

The tightening of housing creé- 
it should make itself felt next 
year. While the small boost i 
down-payment may not appear ti 
be much of an impediment, take 
together with the shortened pe 
riod of amortization it will fore 
many prospective purchasers é 
ther to cancel or postpone thel 
plans. —EN) 
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OVER 200% PROFIT 
ON SOUTHERN RAILWAY 











































































































































































































































4a We advised subscribers to buy Southern Railway when it 
A SOUND PROGRAM FOR 1955-56 was 61. Since then, it was split 2-for-1 — cutting our cost 
sigull Ger Protection «—~ tacome <~ Prof to 30%. At this writing, it is selling at 93 — showing sub- 
enta scribers over 200% appreciation. Last January the company 
it = There is no service more practical . . . raised the regular annual dividend rate to $3.00 and declared 
10n t ; ge 
more definite . . . more devoted to your a $1.00 extra... so the $4.00 in 1955 dividends mean a 13% 
In the interests than The Forecast. It will bring rield » havi ° 
commana yield on our buying price. 
ap a : ' The Forecast has recommended a number of extremely 
ree Investment Programs to meet your ‘ ee ae > si i" , or 
Sedan aths. . . clin dete ates at profitable stocks that split. For example, in April, 1954, it 
in thal whet end when to buy and when te sell. advised subscribers to purchase Sperry at 59. On November 
1s the ‘ ‘ , . 1, 1954 it was split 2-for-1 ... on March 1, 1955 it paid a 
resent, Program !—Top grade stocks for security and OM ok Se , . cauds shee eek a 
= aud Goan ck ane a 3% stock dividend... and on July 1 each share was ex 
a preciation potentials. changed for 314 shares of Sperry-Rand. 
vance Program 2—Special dynamic situations for sub- Therefore, if you bought 100 Sperry at 59 for $5,900... you 
cate stanti ital in ith | si / Tie - : 
a ———— would now have 682!2 shares of Sperry-Rand at 2514, worth 
or , ree ile Mord 9« Y . = 7 
eal i ates ; $17,233... a profit of 200% in a year and 4 months. 
‘ rogram 3—Low-priced stocks for large per- oo " : : : 
1g at centage growth, On all 15 Forecast recommendations now being carried our 
y ‘e . = . . . . 7 
E> FOUR icjects the Market . . . Advises What Action to Take gains exceed 370 points and dividend yield averages 8%. 
ars tm... Presents and interprets movements by industry a ° ° 
Of ing @,4¢ leeding groups comprising our broad Stock Subscribers are kept informed on new company develop- 
ndex. ° ° 5 
le, de- ments ... and we will advise them when to take profits— 
~ wolff, Supply-Demand Barometer . . . plus Pertinent Ch . 
AY VOHM Gepicting our 300 Common, Stock, Index, 100 Hight where and when to reinvest. 
CULES Priced Stocks, 100 Low-Priced Stocks; also Dow- 
easone pres industrials and Rails from 1940 to date. ENROLL NOW—GET ALL OUR RECOMMENDATIONS 
c Dow Theory Interpretation . . . tells whether major pa ° . . 
Oper B¢ infermediate trends are un or down. The time to act is now—so you will be sure to receive all 
: i or ibers . . . up-to-date . . oe 
h resi data, earnings and dividend record: “on securities our new and coming selections of dynamic income and profit 
pe @ opportunities at strategic buying prices. 
Snarpm Telegraphic Service . . . If you desire we will wire : ° ° . 
in iM Washington Lotter —Ahead-of the-News interpretations Mail your enrollment today with a list of your holdings (12 
h fol of the significance of Political and Legislative Trends. at a time). Our staff will analyze them and advise you 
1€ UPH Weekly Business Review and Forecast of vital hap- promptly which to retain—which are overpriced or vulner- 
ar has penings as they govern the outlook for business and ] lh ] « ‘ sere 20c oy - 
ts for "vides! industries. able. By selling your least attractive issues you can release 
» haw funds to buy our new recommendations. 
ver-all . 
nga} Wail Coupon 
tied _ ee ee ee SPECIAL OFFER—Includes one month extra FREE SERVICE _— ee ee oe > 
e first : ° : | 
ae Joday. THE INVESTMENT AND BUSINESS FORECAST i 
CO of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. - 
aa § ecial Offer I enclose [J $75 for 6 months’ subscription: (] $125 for a year’s subscription i 
uc on p (Service to start at once but date as officially beginning j 
, yeal, j one month from the day you receive my payment.) 
, j ty 
f MONTHS SPECIAL MAIL SERVICE ON BULLETINS : 
r cret- SERVICE $75 Air Mail: (1 $1.00 six months: [J $2.00 (0 Telegraph me collect in anticipation of ' 
; xt one year in U.S. and Canada. important market turning points... When j 
ney P Special Delivery: [) $5.20 six months to buy and when to sell...when to ex . 
ost il 2 MONTHS ] CJ $10.40 one year. pand or contract my position. | 
year t0 SERVICE 5 25 a ee ge ot Si ie Se) Db ott e IPs 0 oe ee ee ORE Ba j 
take Address pesnsbes 
ed pe Complete service will start at | TS RP iw eens ae nn ee oN ere A EN On Lee ee 
| forceg™e but date as officially be- Gente j 
ays eiqeing one month from the day ae rane ee ea ee ee ay wn oe, ee ae Ge pee ee i 
ors © your check is received. Sub- Fou inate shall not “4 assigned at se up oo of pe ses aad our 
' thel ‘riptions to The Forecast are any time without your consent. imitial analytical and advisory report. j 
—EN) ctible for tax purposes. * —_ —_ ee K 
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“Directors of Jefferson Lake Sulphur 
Company at a meeting held on 
August 8, 1955 declared the regular 
semi-annual dividend of 35¢ per 
share on the Preferred Shares and 
the regular quarterly dividend of 40¢ 
per share on the Common Shares 
both payable September 10, 1955 
to shareholders of record August 
22, 1955. 


CHAS. J. FERRY 
Vice-President & Secretary” 














Woolworth’s New Look 





(Continued from page 656) 


with the constantly changing re- 
tail situation, including keener 
competition, there has been a 
gradual increase in new lines, 
many of which developed in 1954, 
began to move into the larger 
Woolworth stores early this year. 
Another objective being attained 
is improved methods of display 
in these units, and also new and 
improved packaging designed to 
fit in with the new type counters 
that have such an important role 
in merchandising, particularly in 
“self-service” stores. This type of 
outlet is being steadily increased 
in number, having proved well ac- 
cepted by the public, and profit- 
able. From 91 such stores at the 
end of 1953, Woolworth expanded 
“self service’ to approximately 
300 by the early part of 1955. By 
continuing to develop more “self 
service” stores and converting a 
number of present stores to this 
type, it expects that before the 
end of the current year it will 
have 400 in operation which, 
from experience, should add to 
sales and profits. 


In carrying out its expansion 
program last year, net cash ex- 
penditures amounted to approx- 
imately $39.3 million, in view of 
which, and considering the re- 
quirements for the same purpose 
this year, Woolworth in 1954 
made a 20-year loan of $40 mil- 
lion with the Equitable Life 
Assurance Society, bringing its 
total long-term obligation to that 
company up to $75 million. 

It ended 1954 with strong 
finances. It had $83.8 million in 
cash, U. S. Treasury and Public 
Housing Authority notes, which 
with receivables and merchandise 
inventories and goods in transit 
brought current assets to almost 
$194 million. This was about 3.7 


676 


times total current assets of $52.6 
million. Working capital as of the 
same date, December 31, 1954, 
was $141.3 million, as compared 
with $127.7 million at previous 
year-end. 

In this financial strength, Wool- 
worth continues to maintain its 
time-worn policy of liquidity. This 
is matched by its unbroken divi- 
dend record that began in 1911 
with the incorporation of the 
present company, and since 1947 
has been on an annual basis of 
$2.50 a share, which on the cur- 
rent price around 50 for the 
stock affords a yield of 5.0%. This 
comparatively high yield, cou- 
pled with Woolworth’s “new look” 
indicating improving sales and 
earnings. makes the shares an at- 
tractive investment to hold over 
the long-term. —END 





The Trend of Events 





(Continued from page 628) 


the peoples as it does on knowl- 
edge and skill. Many other na- 
tions, in some of their individual 
citizens, possess pools of skills of 
the highest technical order. Yet, 
in these instances this represents 
an individual rather than a na- 
tional trait. In contrast in the 
United States, the entire people 
share in an affinity for what is 
jocularly called “gadgetry.” In 
reality, this attitude goes much 
deeper. It represents a true love 
for the machine and the products 
which are made possible by the 
machine. This is a very special 
passion and found nowhere else 
on earth among the great masses 
of the population. 

It is said that the United States 
is a nation of mechanics but this 
would be another way of saying 
that the people of this country 
are the best equipped by tempera- 
ment and aptitude to meet the 
challenge of the new scientific age 
which is now being ushered in. 
FARM OUTLOOK .. . Total crop 
production in 1955 is expected to 
be the highest in history, exceed- 
ing even that of 1948, the previ- 
ous record. This foreshadows 
very large carryovers of basic 
crops such as wheat, corn, other 
grains and cotton, which will add 
substantially to existing sur- 
pluses. Despite farm price sup- 
ports, prices for major crops have 
been declining though at a much 
more moderate rate than in the 
period February 1951 to July 





1955 which encompassed the per; 
od of most rapid and substantig 
decline. While prices received }; 
farmers have declined by on) 
about 3%, the failure of costs ¢; 
come down has_ reduced thd 
“take”, so that the profit marg 
of producers continues to hg 
squeezed. Consequently, the prog 
pects are for a comparatively 
poor outlook for the farm com: 
munity, particularly marging 
farmers. 





As | See It! 





(Continued from page 629) 


direction which, some day, may 
exert its full effect so that peace 
—a genuine and fair peace—may 
come on the earth. 

It is, therefore, enough for dl 
start that he should have instilled 
a feeling of hope where none ex. 
isted. What is now needed is pa, 
tience, for the road to peace is 
long indeed and the pitfalls ar 
there for all to see. 

For the time being, the Soviets 
may have seemed to have gained 
tactically by their return to some 
thing approaching respectability. 
But this is merely a surface token 
of accomplishment. The real vic- 
tory went to the man who hai 
nothing to hide and stood befor 
the world with an open counte. 
nance and an open heart.—EN) 








Correction 

In the August 6 issue, the ne 
profit margin of the Union Tank 
Car Co. for the years 1953 and 
1954 was given as 1.7% for each 
of the two years. The foul 
should have been 17.1% ani 
18.2%, respectively. We sincerely 
regret the error. The company, a’ 
our readers know, has a unique 
record for stable earnings which 
it has every prospect of maintail- 
ing in the future. 





In The Next Issue 
PART V OF THE | 
MIDYEAR DIVIDEND 
FORECAST 
| 


Covering: 


Steel—Auto—<Auto Accessories 
Tires—Aircraft—Airlines 
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A Timely Message 


Jo Investors With $20,000 or More 


x -M -»* 


. 
Natronds an important time to re-exam- 
ine your security holdings and invest- 
ment policies, looking to 1956... and 
io give thoughtful consideration to the 
strong income and profit benefits—the 
increased safety—provided by this most 
complete, personal supervisory service. 


Investment Management Service is de- 
signed to help you to own shares of com- 
panies that will PACE THE NATION’S 
GROWTH .. . leaders in electronics, 
aerodynamics, “push-button” produc- 
tion... prime beneficiaries of the dual 
war-peacetime future of the atom. 


With our counsel you can share in huge 
profits to flow from our coming network 
of “throughways,” the St. Lawrence Sea- 
way and other vast projects . . . from 
the host of new products, metals, chemi- 
cals, techniques . . . ALL WITH DEEP 
INVESTMENT SIGNIFICANCE. 


Expert Analysis of Your Present Securities: 


Our first step in serving you is to make a detailed 
Master Analysis of your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 
outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account . .. advising retention of those most attrac- 
tive for income and growth . . . preventing sale of 
laggards now likely to improve. We will point out 
unfavorable or overpriced securities and make sub- 
stitute recommendations with unusually promising 
1955-56 prospects. 


Help in Minimizing Your Taxes: 

We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under latest tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 





Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Aec- 
count Executive. Working closcly with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 

When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 
with counsel zs to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem yeu may face. Our contacts and original 
research sometimes offer you aid not obtainable else- 
where—to help you to save—to make money. 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you fellow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account, showing just how 
it has grown in value and the amount of income it 
has preduced for you. 


Investment Management Service has prospered by 
earning the steady renewals of its clients (many have 
been with us 10, 15 and 20 years)—through actual 
results that have proved our counsel to be worth 
many times our fee. You owe it to yourself to investi- 
gate our Service. 





= information on Investment Management 
Service is yours for the asking. Our rates are based 
on the present value of securities and cash to be 
supervised—so if you will let us know the present 
worth of your account—or send us a list of your 
holdings for evaluation—twe shall be glad to quote 
an exact annual fee . . . and to answer any 
questions as to how our counsel can benefit you. 


INVESTMENT MANAGEMENT SERVICE 


A division of Tuk Macazine or Watt Street. 











A background of nearly forty-eight years of service. 


90 BROAD STEET NEW YORK 4, N. Y. 





if it weren't 
for financing 


A REPORT FOR THE FIRST SIX MONTHS 


CONDENSED CONSOLIDATED BALANCE SHEETS 


ASSETS 


CASH AND MARKETABLE SECURITIES........ 
RECEIVABLES: 
Retail motor vehicle installment 
receivables 
Wholesale motor vehicle short-term 


Direct and personal installment loans. 
Commercial and other receivables... . 


Less: Unearned discounts 
Reserve for losses 
Total receivables, net 
OruHerR ASSETS 


LIABILITIES 


Notes PAYABLE, short-term 
Term Notes due within one year 
ComMon Stock Divipenp. payable 
BE PER nce ycnntechab oceaecaaes 


Accounts PAYABLE, ACCRUALS AND RESERVES 


UNEARNED INSURANCE PREMIUMS.......... 
Lonc-Term Nores 

SuporDINAteD LONG-TERM NOTES........... 
CaprraL DEBENTURES 

PREFERRED STOCK 

COMMON Stock 

SurRPLuUS 


June 30. 1955 


$ 81,146,112 


$578,409,395 


67.100.654 
11,678,044 
27,696,421 
$714,884.514 
44,144.624 
17.506.326 
$653.233,564 
11,529,998 
$745.909.674 


$352.716,100 
39,770,000 


1,562,736 
29,705,347 
28,925,709 

136.135.000 
42,000,000 

8.500.000 
12,500.000 
31,254,720 
52,840,062 

$745.909,674 


June 30, 1954 


$ 66,968,329 


$424,553,547 


15.487.999 
37,765.548 
25,803,615 
$533.610,709 
30.707,576 
11,484,714 
$491.418.419 
7,617,605 
$566.004,353 


eg 


5.560.050 
3.250.000 


1,406,462 
24,724,799 
24,876,229 
85.455,000 
35,000.000 

9.000.000 
12,500,000 
31,254,720 
12,977,093 

$566.004,353 


CONDENSED CONSOLIDATED INCOME STATEMENTS 


Six Months Ended 


Discount, interest, premiums and other 
income 


Operating expenses 
Net income before Federal income tax.... 
Provision for Federal income tax 
Net income 
Consolidated net earnings per share of 
common stock after payment of pre- 
ferred dividends 


June 30, 1955 


$51.648,914 
34.296.900 
$17,352,014 
8.540.000 

$ 8.812.014 


June 30, 1954 


$46,254,477 
50.792.812 

$15,461,665 
7.490.000 

$ 7.971.665 


Chances are we'd still be using bug 
whips, wood stoves, wash tubs and ki'ch 
pumps. The low cost, mass produced 
cessities and conveniences we know tod 
couldn’t exist without mass market. ¢ 
ated by modern financing. 

Among the nation’s largest providers 
credit, Associates and its subsidiaries dq 
combined business of well over a billi 
dollars a year. Much of it is in automot 
time sales financing: but much of it. t 
is in commercial loans to manufactur 
and business enterprises, and in direct a 
personal installment loans to individug 

Diversified financing services like th 
have helped bring America out of f 
horse and buggy days. Today Associ 
can be of even greater help in an expa 
ing economy. There are 151 Associa 
branches in United States and Canad 
cities serving automobile dealers and p 
chasers; 138 Associates direct and fp 
sonal loan offices devoted to consum 
finance. 

Working capital for business and in 
try is provided through the Associ 
Commercial division, with offices in | 


York, Chicago and South Bend. 


ssociates 


Commercial and Installment Financing 


ASSOCIATES INVESTMENT COMP: 
ASSOCIATES DISCOUNT CORPORATI 
and Other Subsidiaries 


HOME OFFICE + SOUTH BEND, INDIA! 
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